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Part  I 

A  STUDY  OF  URBAN  GROWTH  AND  DECAY  AS  A  BASIS 

FOR   CITY   PLANNING  WITHIN  THE   LIMITATIONS 

OF   A   SYSTEM  OF   PRIVATE   ENTERPRISE 


Chapter  1 

The  Point  of  View 


THE  time  has  come  to  rebuild  our 
cities.  The  mere  redevelopment  of 
blighted  areas  will  not  provide  the 
inspiration  that  we  shall  need  to  achieve 
the  purely  negative  goal  of  arresting  fur- 
ther urban  decay.  The  American  city 
mocks  at  us;  the  dead  hand  of  the  past 
baffles  every  effort  that  is  made  to  reach 
even  this  limited  objective.  Our  towns 
were  built  hastily  and  carelessly,  even 
for  horse-and-buggy  days;  we  have  tried 
to  adapt  them  to  the  automobile  by  a 
series  of  inadequate  compromises.  Are 
we  to  be  forever  satisfied  with  patching, 
or  shall  we  completely  rebuild  our  cities 
in  accordance  with  modern  needs?  Can 
we  devise  a  plan  that  will  provide  a  suit- 
able and  inspiring  means  of  utilizing  our 
boundless  productive  capacity,  or  shall 
we  accept  one  compromise  after  another 
until  nothing  worth  striving  for  is  left? 

Let  us  not  be  deceived  by  the  illusion 
that  progress  is  inevitable.  Urban  decay, 
both  physical  and  financial,  is  well  under 
way.  It  has  been  observed  and  described 
by  numerous  writers  on  city  planning  and 
housing  and  also  by  municipal  officials 
confronted  with  vanishing  tax  values. 
Even  those  hardheaded  businessmen,  the 
realtors  and  the  bankers,  have  begun  to 
view  the  situation  with  alarm.  There  is 
reasonable  agreement  on  the  causes  of 
urban  decay  but  practically  none  on  the 
remedies  that  should  be  applied.  How, 
then,  will  it  be  possible  to  find  an  accept- 
able solution?  Do  we,  as  citizens,  con- 
sciously desire  to  shape  the  environment 
we  live  in?  Shall  we  continue  to  drift,  or 
shall  we  make  the  effort  to  create  cities 
that  satisfy  our  sense  of  order,  efficiency, 


and  beauty?  The  purpose  of  this  book  is 
to  help  find  an  answer  to  these  questions. 

The  symposium,  the  forum,  and  the 
round  table  have  become  accepted  meth- 
ods of  discussing  city-planning  problems. 
"Experts"  are  invited  to  present  their 
views  on  various  specialized  phases  of  the 
subject.  But  each  one  of  these  speakers 
is  usually  intent  on  seeking  or  offering  a 
solution  that  meets  the  requirements  of 
his  own  restricted  field  of  action.  The 
specialist  hesitates  to  express  an  opinion 
outside  the  narrow  range  of  his  own  field; 
the  moment  he  does  so  he  ceases  to  be 
an  "authority"  and  our  childish  con- 
fidence in  his  views  is  replaced  by  an 
equally  childish  skepticism.  If  we  base 
our  final  judgment  on  a  series  of  unrelated 
analyses  by  experts,  however,  we  inevit- 
ably end  up  in  confusion;  in  city  planning 
the  problems  of  economics,  politics,  ad- 
ministration, finance,  and  design  are  so 
interwoven  that  synthesis  is  quite  as  im- 
portant as  analysis.  Before  we  become 
absorbed  in  the  intricacies  of  the  details, 
we  must  begin  with  a  broad,  over-all 
view  of  the  complete  picture  and  grasp 
the  relative  importance  of  the  various 
factors  as  well  as  the  relationships  which 
exist  between  them. 

How  shall  we  get  this  perspective  of 
the  complete  picture?  Are  there  recog- 
nized authorities  on  whose  encyclopedic 
knowledge  we  may  lean?  Or  shall  we 
appoint  a  committee  to  bring  in  a  report? 
Let  us  not  needlessly  abdicate  our  think- 
ing to  others:  There  are  certain  choices 
which  no  one  else  can  make  for  us.  Before 
we  can  safely  entrust  a  problem  to  an 
economist,  for  instance,  we  must  first 
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decide  what  kind  of  economist  we  shall 
consult.  In  order  to  make  an  intelligent 
choice  in  this  respect  we  shall  have  to 
make  some  study  of  the  relative  plausi- 
bility of  conflicting  economic  theories. 
We  shall  find  that  the  very  existence  of 
these  various  points  of  view  among  econo- 
mists is  based  primarily  on  what  these 
specialists,  as  individual  human  beings, 
think  is  desirable  or  practicable  in  the  light 
of  their  observation  of  human  nature  and 
human  institutions.  And  this  leads  us 
right  back  to  our  point  of  departure: 
What  is  it  that  we  want  and  do  we  want 
it  sufficiently  to  accept  the  consequences 
of  trying  to  obtain  or  preserve  it? 

Let  us  not  be  overawed  by  the  special- 
ist, therefore,  and  let  us  learn  to  use  his 
knowledge  to  best  advantage.  If  we  take 
a  sufficiently  broad  view  of  the  subject 
before  we  get  down  to  details,  we  shall 
be  able  to  answer  the  question:  Do  we 
really  want  to  plan  and  rebuild  our  cities? 
If  the  answer  is  no,  it  will  be  unnecessary 
to  coiisider  the  details.  If  the  answer  is 
yes,  we  should  try  to  develop  the  outline 
of  a  carefully  integrated  program  that 
will  produce  the  desired  results  with  re- 
spect to  urban  needs  and  yet  will  comply 
with  the  larger  needs  of  the  national 
economy.  It  is  at  this  stage,  and  at  this 
stage  only,  that  careful  analysis  of  the 
details  by  experts  will  be  necessary.  The 
preparation  of  such  a  preliminary  pro- 
gram is  a  task  for  an  individual  rather 
than  a  committee,  for  it  should  be  the 
product  of  logical  deductions  that  will 
provoke  thinking  rather  than  acquies- 
cence on  the  part  of  the  reader.  Com- 
mittees are  convenient  mechanisms  for 
carrying  out  the  wishes  of  organized 
groups  and  for  effecting  necessary  com- 
promises; the  program  with  which  we 
start,  however,  should  be  the  product  of 
independent  thinking  and  not  the  result 
of  compromises  presented  as  a  substitute 
for  individual  opinions. 

I  shall  admit  at  once  the  disadvantage 


of  this  approach;  no  single  individual  can 
hope  to  be  fully  informed  on  all  phases 
of  a  complex  subject  such  as  city  plan- 
ning. However,  I  do  not  believe  that  this 
is  too  high  a  price  to  pay  for  the  advan- 
tages of  achieving  unity  of  purpose  and 
preserving  a  proper  proportion  and  bal- 
ance between  the  numerous  factors  in- 
volved. I  shall  try  to  make  the  reader 
share  with  me  the  adventure  of  seeking 
to  understand  some  of  our  most  baffling 
social,  economic,  and  planning  problems 
and  of  reaching  solutions  that  are  based 
on  logical  deductions.  I  shall  try  to  use 
nontechnical  language  so  that  econo- 
mists, public  officials,  realtors,  architects, 
builders,  bankers,  lawyers,  labor  leaders, 
politicians,  and  other  specialists  need  not 
confine  their  interest  to  their  own  special- 
ties and  so  that  the  layman  will  be  able 
to  follow  all  phases  of  the  subject.  I  am 
convinced  that  our  only  chance  to  find  a 
satisfactory  solution  for  rebuilding  the 
American  city  lies  in  considering  the  prob- 
lem as  a  whole. 

It  is  only  fair  to  the  reader  that  I  give 
him  some  idea  of  my  professional  back- 
ground so  that  he  may  know  when  I  am 
writing  on  the  basis  of  my  own  experience 
and  when  I  am  writing  on  the  basis  of 
what  I  have  read  or  discussed  with  others. 
I  am  not  a  city  planner  by  profession. 
As  a  practicing  architect  for  the  past 
twenty-five  years,  however,  I  have  had 
the  opportunity  of  observing  the  many 
ramifications  of  the  growth  and  decay 
of  the  American  city.  For  a  period  of 
about  a  year  I  served  as  State  Recon- 
ditioning Supervisor  with  the  Home 
Owners'  Loan  Corporation  and  had  the 
opportunity  of  observing  government  ad- 
ministration from  the  inside,  but  the  bulk 
of  my  contacts  with  the  Federal  govern- 
ment has  been  as  an  architect  in  private 
practice.  I  have  observed  the  many  short- 
comings of  our  constantly  increasing  at- 
tempts at  regulation  through  building 
codes,  zoning,  and  housing  codes,  and 
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I  have  served  on  numerous  professional 
committees  on  these  subjects.  I  have  de- 
signed a  number  of  large  public  housing 
projects  and  about  an  equal  number  of 
privately  financed  housing  projects.  I  have 
had  the  opportunity  of  observing  the 
financial  methods  of  speculative  builders. 
For  the  past  ten  years  I  have  studied  the 
conflicting  claims  of  both  public  and  pri- 
vate housers.  I  was  led  to  undertake  a 
study  of  urban  reconstruction  because 
I  became  convinced  that  the  question 
of  what  to  do  with  slums  was  merely  a 
part  of  the  question  of  what  to  do  with 
cities  and  that  this,  in  turn,  was  merely 
a  part  of  a  still  broader  question:  Can 
we  best  preserve  our  system  of  private 
enterprise  by  drifting  or  by  attempting  to 
solve  our  problems? 

Who  knows  the  kind  of  city  we  should 
try  to  create?  Some  writers,  impatient 
with  the  endless  difficulties  involved  in 
reconstruction,  advocate  building  entirely 
new  towns — as  though  that  were  easier. 
Others  resign  themselves  to  the  impossi- 
bility of  doing  much  for  the  central  por- 
tion of  the  city  but  hope  to  provide  better 
living  conditions  by  decentralization  and 
better  control  of  the  suburbs  and  satellite 
communities.  A  third  group  finds  the 
answer  in  a  sort  of  internal  decentraliza- 
tion that  would  break  up  existing  cities 
into  a  number  of  sections,  each  with  its 
own  nucleus  of  business  and  industry. 
The  average  citizen,  however,  is  scarcely 
conscious  of  the  fact  that  there  is  anything 
fundamentally  wrong  with  the  present 
urban  pattern;  if  pressed  for  a  state- 
ment, he  would  probably  say  that  traffic 
does  not  move  as  smoothly  as  it  should 
and  that  there  should  be  fewer  slum 
areas  and  more  automobile  parking 
downtown.  Why  not  let  the  planning 
commission  devise  a  solution? 

The  average  city-planning  commission 
is  acutely  conscious  of  political  and  eco- 
nomic difficulties  and  is  beset  by  a  multi- 


tude of  detailed  problems  requiring 
immediate  attention.  It  is,  therefore, 
timid  in  its  thinking  and  easily  satisfied 
with  palliatives;  we  should  scarcely  expect 
it  to  devise  bold  and  imaginative  solu- 
tions. On  the  other  hand,  unless  the 
imagination  of  the  public  is  stimulated, 
it  can  hardly  be  expected  to  take  an 
intelligent  interest  in  a  very  involved  and 
technical  subject.  Without  an  intelligent 
interest  on  the  part  of  the  public,  the 
replanning  of  our  cities  loses  a  great  deal 
of  its  value,  for  it  is  obvious  that  urban 
reconstruction  should  be  undertaken  for 
the  satisfaction  not  of  the  planners  but  of 
the  citizens. 

We  have  limited  the  functions  of  our 
city-planning  commissions  to  street,  sewer, 
and  water-main  planning.  There  is  no 
more  reason  to  expect  an  efficient  plan 
to  result  from  this  procedure  than  there  is 
to  expect  a  satisfactory  design  from  an 
architect  who  is  told  to  plan  the  struc- 
tural framework,  plumbing,  heating,  and 
wiring  for  a  building  of  unknown  occu- 
pancy. The  primary  element  of  good 
design,  that  of  adaptation  to  function,  is 
missing.  The  result  can  only  be  a  mean- 
ingless attempt  to  provide  for  as  many 
unforeseen  contingencies  as  possible.  In 
order  to  design  the  city  of  the  future  we 
shall  have  to  decide  the  kind  of  commun- 
ity we  want  it  to  be,  and  the  citizens 
should  have  the  right  and  the  opportunity 
to  express  their  desires.  The  residents 
will  not  need  technical  training  in  order 
to  make  their  wishes  known  any  more 
than  an  owner  needs  specialized  knowl- 
edge to  tell  his  architect  the  kind  of 
building  he  would  like  to  have.  The 
architect  ascertains  the  wishes  of  his  client 
as  a  matter  of  course;  the  planning  com- 
mission should,  likewise,  find  out  what 
its  clients,  the  people  of  the  community, 
really  want.  In  a  later  chapter  I  shall 
suggest  a  method  which  will  permit  the 
citizens  to  express  themselves  effectively 
and  to  participate  in  the  design  of  their 
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city.  For  the  present  it  will  be  sufficient 
to  state  that  the  kind  of  city  planning  I 
have  been  describing  is  not  a  mere  face- 
lifting operation  such  as  the  building  of 
a  new  civic  center  or  the  removal  of 
slum  and  blighted  areas.  I  propose  that 
we  undertake  to  build  the  kind  of  cities 
we  would  like  to  live  in — and  I  trust  that 
they  will  be,  in  many  respects,  far  differ- 
ent from  those  we  now  have.  For  the 
moment,  at  least,  let  us  not  be  too  strongly 
influenced  by  that  which  is  immediately 
possible;  the  city  planning  that  is  immedi- 
ately possible  is,  in  all  likelihood,  scarcely 
worth  doing.  Furthermore,  we  may  find 
that  concessions  made  for  the  sake  of 
expediency  will  jeopardize  the  ultimate 
realization  of  the  plan  through  a  loss  of 
public  enthusiasm.  D.  H.  Burnham's 
often-quoted  statement  is  as  true  today 
as  it  was  when  it  was  first  made  some 
fifty  years  ago: 

Make  no  little  plans;  they  have  no 
magic  to  stir  men's  blood,  and  probably 
themselves  will  not  be  realized.  Make  big 
plans;  aim  high  in  hope  and  work,  re- 
membering that  a  noble,  logical  diagram 
once  recorded  will  never  die,  but  long 
after  we  are  gone  will  be  a  living  thing, 
asserting  itself  with  ever-growing  in- 
sistency. Remember  that  our  sons  and 
grandsons  are  going  to  do  things  that 
would  stagger  us.  Let  your  watchword 
be  order  and  your  beacon  beauty. 

The  Pharaohs  built  the  pyramids  to 
last  forever.  We  do  not  consciously  build 
for  an  eternity  of  time,  we  simply  ignore 
time;  our  buildings  are  built  to  last  in- 
definitely. Let  us  remember  that,  al- 
though the  growth  of  the  city  may  be 
reaching  its  limit  in  population  and  area, 
human  inventiveness  and  the  desire  for 
improvement  will  not  stop.  Let  us  not 
insult  our  grandchildren  by  believing  that 
the  average  building  we  build  today  will 
be  good  enough  for  them.  Occasionally — 
far  too  rarely — a  structure  will  be  de- 
signed which  we  instinctively  feet  to  be 


so  appropriate  and  beautiful  that  we  and 
our  children  and  theirs  will  wish  to  see 
it  preserved.  Occasionally  some  building 
will  possess  great  historic  interest  and  we 
may  wish  to  preserve  it  for  that  reason. 
But  these  will  be  exceptions.  The  city  is 
a  living,  growing  organism  and  the  build- 
ings that  compose  it  must  be  constantly 
renewed  in  order  to  preserve  the  entire 
organism. 

Let  us  learn  to  find  joy  and  pride  in 
putting  forth  our  best  creative  effort,  but 
let  us  retain  enough  humility  and  sense 
of  humor  to  realize  that  the  joy  in  build- 
ing will  be  ours.  Our  descendants  will 
probably  look  at  our  achievements  with 
the  same  disdainful  smile  with  which  we 
contemplate  the  buildings  of  fifty  or 
seventy  years  ago.  We  should  leave  as  a 
legacy  to  our  grandchildren  a  plan  that 
provides  for  the  constant  growth  and 
renewal  of  the  city,  a  plan  that  permits 
them  to  exercise  to  the  full  their  own 
creative  genius  and  their  own  powers  of 
invention.  In  that  event  we  shall  have  a 
right  to  their  gratitude,  for  we  shall  have 
added  something  to  the  contributions  of 
our  forefathers  to  our  civilization,  whereas 
the  average  building  we  leave  for  future 
generations  will  be  as  much  a  nuisance 
to  them  as  the  sorry  specimens  that  con- 
stitute our  present-day  blighted  areas  are 
to  us. 

Our  cities  were  built  for  the  sake  of 
making  money.  If  we  wish  to  rebuild 
them  with  the  same  energy  we  displayed 
in  the  first  instance,  we  should  make  it 
profitable  for  the  entrepreneur  to  under- 
take the  task,  unless  we  are  prepared  to 
make  profound  changes  in  the  profit  sys- 
tem. But  we  are  told  that  there  is  no 
profit  and,  therefore,  no  incentive  for 
private  enterprise  in  urban  redevelop- 
ment— let  alone  the  reconstruction  of  the 
entire  city.  Our  common  sense  tells  us 
that  there  is  plenty  of  money  available. 
Our  fathers  and  grandfathers,  with  their 
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relatively  limited  financial  resources,  set- 
tled an  entire  country,  built  the  railroads 
and  other  giant  industries,  and  built  the 
cities  we  live  in;  surely  it  is  obvious  that 
we  have  the  financial  resources  to  rebuild 
our  cities.  When  we  think  of  the  city  in 
terms  of  money,  therefore,  we  are  justi- 
fied in  assuming  that  the  total  cost  of  the 
most  ambitious  plans  will  not  be  the 
stumbling  block — the  real  difficulty  con- 
sists in  creating  an  adequate  profit 
incentive. 

We  shall  not  find  this  profit  incentive 
entirely  within  the  economy  of  the  indi- 
vidual city;  the  prosperity,  the  very  life 
of  the  cities,  depends  upon  the  prosperity 
of  the  country  as  a  whole.  We  are  thus 
led  to  consider  the  national  economy  and 
to  determine,  as  a  first  step,  the  economic 
system  under  which  we  propose  to  live. 
This  book  is  written  on  the  assumption 
that  most  Americans  desire  to  live  under 
the  profit  system,  alias  capitalism  or  free 
enterprise.  Despite  this  preference  of 
Americans  for  the  private-enterprise  sys- 
tem, however,  the  long-term  trends  all 
point  to  increasing  restrictions  and  re- 
straints designed  to  overcome  the  more 
glaring  defects  of  laissezfaire.  If  we  really 
desire  to  preserve  the  essential  qualities 
of  private  enterprise,  therefore,  we  shall 
be  compelled  to  devise  measures  that 
will  permit  us  to  retain  them;  in  the  last 
analysis  our  system  must  be  able  to  com- 
pete with  collectivist  economies  in  the 
crucial  test  of  furnishing  full  employment. 

When  we  are  willing  to  accept  this 
point  of  view  we  shall  find  that  it  is  possi- 
ble to  rebuild  America  on  the  basis  of  the 
complete  utilization  of  the  profit  incen- 
tive. We  shall  find  that  money,  far  from 
being  the  obstacle  that  prevents  urban 
reconstruction,  will  constitute  the  initial 
reason  for  which  we  undertake  the  task. 
If  we  think  of  the  city  in  terms  of  time 
and  money — and,  therefore,  interest  and 
amortization — we  shall  find  the  key  to 
the  riddle. 


In  Part  I,  I  shall  begin  by  describing 
the  national  economic  background  as  a 
frame  of  reference  within  which  the  re- 
construction of  the  cities  must  take  place. 
I  shall  then  consider  a  number  of  the 
more  important  phases  of  the  city,  dis- 
cussing present  attempts  to  deal  with 
them  and  suggesting  possible  solutions. 
From  this  discussion  a  program  will  begin 
to  emerge.  In  Part  II,  I  shall  illustrate, 
by  means  of  an  example,  the  kind  of  city 
planning  that  is  envisaged  in  this  book. 
In  part  III,  I  shall  begin  by  presenting 
the  political  background  as  a  frame  of 
reference  within  which  a  definite  pro- 
gram for  urban  reconstruction  must  be 
planned.  I  shall  outline  in  succeeding 
chapters  my  conception  of  a  workable 
and  integrated  solution  for  the  problems 
that  have  been  discussed  in  Part  I.  Fi- 
nally, I  shall  anticipate  and  answer  in 
advance  some  of  the  objections  that  will 
no  doubt  be  made. 

In  order  to  make  a  logical  presentation 
of  the  subject,  it  has  been  necessary  to 
start  with  two  chapters  on  economics,  for 
if  we  wish  to  make  a  significant  contribu- 
tion towards  solving  the  problems  of  an 
industry  we  should  accept  the  axiom  that 
the  whole  is  greater  than  the  part.  Any 
solution  that  is  presented  should  be 
adapted  to  the  essential  needs  of  the 
national  economy;  we  cannot  logically 
expect  that  the  national  economy  should 
be  adapted  to  the  needs  of  any  industry. 
The  basic  conflict  between  the  principal 
schools  of  economists  cannot  be  resolved 
by  the  logic  of  economists  themselves,  for 
it  involves  a  choice  in  our  way  of  life.  If 
we  are  to  achieve  national  unity  of  pur- 
pose, the  basic  decisions  must  be  reached 
by  the  leaders  of  public  opinion  as  a  re- 
sult of  their  own  interpretation  of  the 
facts  which  all  shades  of  economists  are 
now  furnishing  us  in  such  great  abun- 
dance— facts  concerning  which  there  is 
substantial  agreement.  Let  us  not  shirk 
the  task  of  trying  to  understand  the  func- 
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tioning  of  our  system  of  private  enter- 
prise if  we  really  desire  to  preserve  it. 

The  rebuilding  of  America  could  be 
a  glorious  adventure  that  would  give  us  a 
new  faith  in  ourselves  by  establishing  a 
new  frontier  for  constructive  achievement. 
We  shall  probably  be  led  to  undertake 
the  task  as  a  result  of  inexorable  economic 
pressure.  But  we  do  not  live  by  bread 
alone.  If  we  have  imagination  as  well 
as  determination  we  shall  do  more  than 
merely  provide  jobs;  we  shall  deliberately 
plan  to  stimulate  the  creative  ability  of 
the  individual  citizen  and  to  give  to  the 
people  the  thrill  that  comes  from  par- 
ticipating in  a  great  undertaking.  The 
individual  feels  lost  and  insignificant  in 
such  a  large  country  as  ours,  and  mass 
production  has  added  to  this  feeling  of 


impotence.  Within  his  own  community, 
however,  we  can  make  it  possible  for  the 
humblest  citizen  to  feel  that  he  is  par- 
ticipating to  some  measure  in  the  rebirth 
of  his  city.  We  must  banish  the  ugliness 
which  is  almost  as  revolting  as  the  squalor 
of  our  urban  surroundings.  We  have  lost 
our  standards  of  beauty;  we  shall  have  to 
learn  to  create  new  ones  by  stimulating 
the  perceptivity  of  the  people  and  pro- 
viding opportunities  for  the  more  talented 
individuals  among  us  to  express  the  striv- 
ing of  the  nation.  We  shall  thus  find  a 
way  to  overcome  our  feeling  of  individual 
frustration  and  to  substitute  therefor  a 
sense  of  pride  in  purposive  effort  and 
accomplishment.  This  is  the  kind  of  city 
planning  that  I  propose  as  a  goal.  Let  us 
see  if  it  is  possible  to  reach  it. 
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THE  city  planner  whose  program 
involves  more  than  a  collection  of 
palliatives  may  be  discouraged  by 
difficulties  which  seem,  at  times,  insep- 
arable from  our  system  of  private  enter- 
prise. He  may  conclude  that  it  is  necessary 
to  be  satisfied  with  half  measures.  If  we 
begin  our  study  by  considering  the  needs 
of  our  economy  instead  of  the  require- 
ments for  city  planning,  however,  we 
shall  reach  quite  different  conclusions. 
We  shall  find  that  there  are  forces  at 
work  which  will  vastly  facilitate  our  task 
rather  than  hinder  it.  In  order  to  make 
good  use  of  these  forces,  however,  we 
must  try  to  understand  them.  The  past 
two  decades  have  shown  that  there  is 
room  for  experimentation  and  evolution 
within  the  framework  of  our  system  of 
private  enterprise.  It  is  now  becoming 
apparent  that  the  best  chance  of  pre- 
serving the  essential  features  of  the  profit 
system  lies  in  a  clear  realization  of  its 
limitations  and  a  determined  effort  to 
improve  its  functioning.  Our  system,  ad- 
mirable though  it  is  in  many  respects,  is 
not  perfect;  its  most  ardent  advocates 
may  become  its  worst  enemies  by  a  stub- 
born resistance  to  any  change. 

In  order  to  preserve  private  enterprise, 
we  shall  have  to  prevent  large-scale  un- 
employment. This  fact  is  now  being 
widely  accepted  by  all  shades  of  public 
opinion.  The  disagreement  arises  prin- 
cipally concerning  the  methods  that 
should  be  used  to  maintain  full  employ- 
ment. Many  businessmen,  captivated  by 
the  vision  of  an  enormous  accumulated 
demand  for  automobiles,  housing,  refrig- 
erators, etc.,  are  inclined  to  believe  that 


lowered  taxes  and  the  removal  of  many 
of  the  present  Federal  controls  will  be 
sufficient  to  usher  in  a  long  period  of 
prosperity.  But  this  solution  will  give 
free  play  to  substantially  the  same  eco- 
nomic forces  that  brought  on  the  last 
depression  after  the  First  World  War. 
Sooner  or  later,  and  probably  sooner  than 
most  of  us  realize,  we  would  face  another 
depression.  Does  it  not  seem  the  part  of 
wisdom,  during  the  years  of  relative  pros- 
perity which  may  be  granted  us  in  the 
immediate  future,  to  develop  a  policy  that 
will  maintain  prosperity?  We  shall,  in  all 
probability,  find  that  the  maintenance 
of  our  present  productive  level  will  ulti- 
mately lead  us  to  adopt  measures  that 
will  have  a  profound  influence  on  the 
reconstruction  of  our  cities.  Before  at- 
tempting to  solve  the  problems  of  city 
planning,  it  is  desirable,  therefore,  to 
examine  the  needs  of  our  economic  sys- 
tem; these  will  determine,  in  large  meas- 
ure, the  type  of  city  planning  that  it  is 
possible  and  desirable  for  us  to  accomplish. 
In  order  to  get  an  idea  of  the  magni- 
tude of  the  task  involved  in  maintaining 
full  employment,  let  us  begin  by  examin- 
ing Chart  I.  This  chart  shows  the  gross 
national  product1  for  every  year  from 
1919  to  1943,  expressed  in  average  dol- 
lars of  1935-1939.  If  we  draw  a  straight 
line  from  the  production  level  reached  in 
1929  to  that  reached  in  1943,  the  shaded 

1  The  gross  national  product  is  now  considered  to 
be  a  more  significant  figure  than  national  income  in 
measuring  our  productive  capacity.  For  the  benefit 
of  those  who  are  more  familiar  with  measurements 
based  on  national  income,  the  lower  dotted  line 
indicates  the  level  of  national  income  based  on  a 
uniform  price  index,  expressed  in  1935-1939  dollars. 
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area  below  this  line  gives  a  rough  idea 
of  the  loss  in  production  during  this  four- 
teen-year period  due  to  our  failure  to 
make  full  use  of  our  resources  in  men 


citizens.  But  the  magnitude  of  the  figures 
is  almost  incomprehensible  unless  we  try 
to  express  them  in  some  other  terms.  A 
Department  of  Commerce  publication, 


CHART  I 


SHOWING  GROtf  NATIONAL  PRODUCT  AND  NATIONAL  INCOME  FOR. 
YEAR?  1919  TO  1943    EXPRESSED  IN  TERMS  OP  1935-1939  DOLLARS 
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Source:  1919  to  1926,  Kuznete,  from  Table  I  rN.E.C  Monograph  N?  37;. 
1929  to  1943,  U.S.  Deparfmsnf  of  Gsmmerce. 

Series  oonwsrfed  to  1935-39  dolfaw  from  U.S.  DepF  c?f  G>mmeros  Index. 

Financial  Statistics  of  Cities,  informs  us  that 
the  total  assessed  valuation  of  all  privately 
owned  land  and  buildings  in  American  cities  of 
100,000  population  and  over  was  47  billion 
dollars  in  the  year  1941.  It  is  true  that 
a  large  part  of  this  property  is  assessed 
at  less  than  market  value,  although  in 
some  of  our  largest  cities  assessments  are 
10] 


and  productive  plant.  This  loss  amounted 
to  approximately  465  billion  dollars  for 
the  entire  period,  or  an  average  of  ap- 
proximately 33  billion  dollars  a  year. 
The  depression  is  still  so  recent  that  most 
of  us  will  remember  what  this  chart  por- 
trays in  unemployment,  fear,  want,  and 
individual  frustration  for  millions  of  our 
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made  at  or  near  full  value.  If  we  increase 
the  figure  by  one-half  to  make  allowance 
for  underassessment,  we  find  that  the 
total  value  of  all  privately  owned  land 
and  buildings  in  American  cities  of  more 
than  100,000  population  amount  to  ap- 
proximately 70  billion  dollars.  This  sum 
is  only  a  little  more  than  the  loss  in 
production  sustained  as  a  result  of  two 
average  depression  years.  It  is  apparent, 
therefore,  that  if  we  are  able  to  maintain 
full  production,  the  cost  of  reconstructing 
our  American  cities  in  a  reasonable  time 
need  not  constitute  a  stumbling  block 
for  the  most  ambitious  plans.  The  real 
difficulty  will  be  that  of  maintaining  a 
high  level  of  production  and  of  develop- 
ing a  procedure  that  is  consistent  with 
the  desire  of  most  Americans  to  maintain 
our  present  system  of  private  enterprise. 

How  have  we  reached  this  extraordi- 
nary rate  of  production?  It  is,  quite 
obviously,  the  result  of  enormous  expendi- 
tures for  war.  We  have  been  forced 
through  sheer  necessity  to  increase  Fed- 
eral spending  on  a  fantastic  scale.  The 
policy  that  was  sometimes  sneeringly  de- 
scribed by  its  opponents  as  "spending 
ourselves  into  prosperity"  has  been  con- 
clusively vindicated  if  we  think  of  it  only 
as  a  device  to  banish  large-scale  unem- 
ployment. This  is  a  fact  which  the  mass 
of  the  people  are  not  apt  to  forget  because 
it  has  been  so  dramatic  and  relatively 
easy  to  understand.  Those  of  us  who  are 
alarmed  at  the  size  of  the  Federal  debt 
should  likewise  remember  that  further 
substantial  increases  in  this  debt  will  ap- 
pear less  intolerable  to  the  voters  than 
another  depression. 

As  a  by-product  of  war  and  at  enor- 
mous cost,  we  have  reached  a  condition 
of  full  employment.  How  shall  we  main- 
tain the  present  high  level  of  production? 
For  nothing  less  will  suffice.  It  is  true 
that  many  women  and  under-  and  over- 
aged  men  are  now  employed  and  that, 
in  some  industries,  the  hours  of  labor  are 


longer  than  they  should  be.  It  is  reason- 
able to  assume,  however,  that  returning 
servicemen  will  offset  the  additional  labor 
that  is  now  employed  on  an  emergency 
basis.  For  all  practical  purposes,  there- 
fore, we  may  say  that  our  task  is  that  of 
maintaining  approximately  the  present 
level  of  production.  The  maintenance  of 
this  level  is,  in  the  last  analysis,  dependent 
on  one  essential  factor:  All  the  money 
paid  out  in  the  form  of  wages,  interest, 
and  profit  as  a  result  of  production  must 
be  utilized  promptly  for  the  purchase  of 
goods  or  be  invested  in  new  capital  im- 
provements. In  other  words,  the  total  of 
new  or  purposive  investments  made  by 
private  enterprise  (as  distinct  from  purely 
involuntary  investment  in  such  items  as 
surplus  inventories)  must  be  just  suffi- 
cient to  make  use  of  all  savings.  Under 
these  conditions  the  economy  is  in  bal- 
ance, the  value  of  the  dollar  is  stable,  and 
no  action  need  be  taken  by  the  Federal 
government  either  to  stimulate  or  to 
restrain  production. 

When  the  total  of  new  investments 
made  by  private  enterprise  is  in  excess 
of  the  total  savings,  the  purchasing  power 
of  the  nation  exceeds  the  available  quan- 
tity of  goods.  Prices  begin  to  rise  and  we 
are  on  the  upswing  of  the  business  cycle 
called  "boom"  or  "inflation."  This  is 
substantially  the  condition  in  which  we 
find  ourselves  now,  except  that  the  exces- 
sive expenditures  were  made  by  the  gov- 
ernment for  defense  purposes.  In  order 
to  avoid  the  excessive  inflation  of  prices 
that  characterized  the  First  World  War, 
we  had  to  resort  to  a  much  heavier  scale 
of  taxation  and  to  rationing  the  limited 
supply  of  many  commodities.  On  the 
whole,  these  measures  have  been  success- 
ful, far  more  so  than  many  of  us  would 
have  dared  to  hope.  These  controls  have 
not  always  been  efficiently  administered, 
which  has  caused  much  resentment  on 
the  part  of  many  businessmen.  This  re- 
sentment is,  in  large  measure,  responsible 
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for  the  present  trend  towards  the  avoid- 
ance of  all  forms  of  government  control. 
On  balance,  however,  we  must  admit 
that  these  irritations  are  a  relatively  small 
price  to  pay  for  the  results  that  we  have 
achieved.  There  has  been  some  price 
inflation,  but  it  has  been  extremely 
moderate  as  compared  with  that  which  oc- 
curred during  the  First  World  War.  Ex- 
cept for  the  abnormal  conditions  that 
exist  in  time  of  war,  there  should  be  little 
difficulty  in  dealing  with  inflation.  For, 
as  we  shall  see  in  the  next  chapter,  we 
are  far  more  likely  to  be  concerned  with 
an  excess  of  savings  than  we  are  with  a 
demand  for  goods  in  excess  of  the  supply. 
Should  the  price  index  indicate  inflation- 
ary tendencies  under  peacetime  condi- 
tions, the  remedy  would  seem  quite 
simple — all  we  need  to  do  is  to  increase 
taxation  and  apply  the  additional  taxes 
to  the  liquidation  of  a  portion  of  the 
national  debt. 

When  the  total  investments  are  less 
than  the  total  savings,  the  total  effective 
demand  for  goods  is  less  than  the  avail- 
able quantity  of  goods.  Prices  begin  to 
fall  and  we  have  deflation,  which  has 
variously  been  called  "panic,"  "depres- 
sion," or  "recession."  The  general  long- 
term  trends  would  seem  to  indicate  that, 
of  the  three  possible  conditions  (normal, 
boom,  or  depression),  this  is  the  one  most 
likely  to  prevail  unless  effective  measures 
are  taken  to  prevent  it.  Unemployment 
insurance,  health  insurance,  and  old-age 
pensions  will  all  tend  to  reduce  the  need 
for  savings  and  may,  therefore,  be  useful 
for  the  purpose  of  decreasing  the  surplus 
of  savings.  Elimination  of  tax-exempt  se- 
curities and  a  judicious  use  of  taxation 
to  encourage  greater  investment  in  equi- 
ties should  have  the  effect  of  steering  some 
timid  capital  into  more  venturesome 
channels.  If,  in  spite  of  such  stimulation, 
private  enterprise  is  unable  or  unwilling 
to  make  full  use  of  the  available  volume 
of  savings,  it  will  be  necessary  for  the 


Federal  government  to  offset  these  sav- 
ings by  expenditures  which  add  to  the 
total  available  purchasing  power  and  so 
restore  the  balance  between  goods  and 
effective  demand  for  goods.  In  other 
words,  the  government  must  stand  ready, 
at  all  times,  to  supply  the  deficiency  in 
purchasing  power  resulting  from  the  fail- 
ure of  private  enterprise  to  create  offsets 
to  savings.  It  is  for  this  reason  that  the 
term  "compensatory  economy"  is  fre- 
quently applied  to  this  form  of  control 
of  our  present  system.  There  is  no  inter- 
ference with  private  enterprise;  on  the 
contrary,  private  enterprise  is  encouraged 
to  make  full  use  of  savings.  Only  to  the 
extent  that  private  capital  is  unable  or 
unwilling  to  invest,  would  the  Federal 
government  take  steps  to  maintain  an 
adequate  purchasing  power. 

In  the  November,  1942,  issue  of  For- 
tune, there  appeared  an  article,  "Toward 
Full  Use  of  Our  Resources,"  by  Alvin  H. 
Hansen  and  Guy  Greer.1  In  order  to 
reassure  the  reader  concerning  the  valid- 
ity of  some  of  the  statements  made  in  this 
chapter,  statements  on  which  its  conclu- 
sions are  based,  I  will  quote  just  one 
paragraph  of  this  article: 

In  their  effort  to  describe  and  explain 
the  functioning  of  an  economic  system 
such  as  ours,  economists  have  made 
themselves  notorious  for  their  disagree- 
ments. And  yet  substantially  all  of  them 
are  in  accord  on  at  least  one  vitally  im- 
portant proposition,  namely,  that  to  keep 
the  economy  on  an  even  keel,  all  the  savings 
made  out  of  current  income  must  flow  promptly 
into  investment — in  plant,  equipment, 
houses,  inventories,  and  other  additions 
to  our  store  of  capital  goods  or  wealth. 
It  is  also  agreed  that  all  the  net  savings 
must  go  into  new  investment,  into  some- 

1  Dr.  Hansen  is  professor  of  political  economy  at 
Harvard  University  and  his  position  as  an  economist 
and  as  a  consultant  to  the  Federal  government  has 
been  compared  to  that  of  Lord  Keynes  in  Great 
Britain.  Mr.  Greer,  formerly  with  the  Federal  Reserve 
Board,  is  now  on  the  editorial  staff  of  Fortune. 
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thing  that  expands  the  store  of  capital 
goods  or  wealth  rather  than  merely 
maintaining  or  replacing  it. 

Our  war  expenditures  have  proved 
that,  even  though  private  investment  is 
inadequate  to  make  full  use  of  savings, 
production  can  be  maintained  by  in- 
creased Federal  expenditures.  The  mere 
thought  of  further  additions  to  the  na- 
tional debt,  however,  will  make  many 
people  see  red.  Before  becoming  unduly 
alarmed  at  this  prospect,  let  us  consider 
the  facts  objectively.  We  are  too  much 
inclined  to  base  our  thinking  concerning 
the  Federal  debt  on  comparisons  with 
individual  and  corporate  debt.  If  the 
United  States  borrowed  money  from 
other  nations,  these  comparisons  might 
be  valid.  For  all  practical  purposes,  how- 
ever, we  may  consider  that  our  entire 
debt  is  financed  internally.  When  the 
Federal  government  finances  extraordi- 
nary expenditures  through  a  bond  issue, 
it  does  not  pass  the  financial  burden  on  to 
future  generations.  There  is  merely  a 
shifting  of  money  within  the  economic 
system.  Taxes  are  collected  to  pay  for 
the  interest  on  the  bonds,  but  this  interest 
is  paid  out  to  the  bondholders.  It  is 
obvious  that  if  each  citizen  held  bonds  in 
the  same  proportion  that  he  paid  taxes, 
the  whole  transaction  would  merely  be 
a  bookkeeping  item  that  left  each  citizen 
in  the  same  relative  position  he  occupied 
before  the  bond  issue.  It  is  true  that  this 
condition  does  not  exist,  but  it  is  approxi- 
mated more  closely  than  is  generally 
realized.  In  1942,  commercial  banks,  in- 
surance companies,  savings  banks,  and 
government  trust  funds  received  approxi- 
mately 70  per  cent  of  the  total  interest 
paid  on  the  Federal  debt.  These  interest 
payments  result  in  widely  distributed 
benefits  to  depositors,  policy  holders,  etc., 
who  are  also  taxpayers.  The  interest  paid 
to  purchasers  of  savings  bonds  will  gener- 
ally reach  persons  of  moderate  income 
whose  taxes  would  be  on  a  relatively 
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moderate  level.  Even  that  portion  of  the 
interest  on  Federal  bonds  which  is  paid 
to  wealthy  individuals  may  bear  a  reason- 
ably close  average  relationship  to  the 
taxes  paid  by  these  individuals.  Generally 
speaking,  we  owe  the  Federal  debt  to 
ourselves;  the  closer  the  relative  interest 
payments  on  the  bonds  approximate  the 
relative  incidence  of  taxation,  the  less  we 
need  be  concerned  about  the  amount  of 
the  debt. 

Even  those  who  think  of  the  Federal 
debt  in  more  traditional  and  personal 
terms,  however,  may  hesitate  to  oppose 
the  Federal  spending  that  is  required  to 
maintain  a  continuous  high  level  of  pro- 
duction. Once  we  allow  ourselves  to  go 
into  the  tail  spin  of  another  depression, 
the  pressure  for  Federal  spending  will 
become  irresistible  in  any  event;  the  dif- 
ference will  be  that  the  amount  of  spending 
will  be  vastly  increased  because  it  will 
not  be  a  case  of  merely  maintaining  pro- 
duction, but  of  first  pulling  ourselves  up 
out  of  the  level  to  which  we  have  sunk. 
If  we  look  at  it  in  this  light  it  is  obvious 
that  we  shall  require  a  much  smaller 
ultimate  expenditure  if  we  act  promptly. 

Let  us  by  all  means  give  private  enter- 
prise every  opportunity  to  maintain  full 
production.  Paradoxical  as  it  may  seem, 
the  best  way  to  do  so  is  to  adopt,  as  a 
definite  national  policy,  a  program  for  a 
compensatory  economy  that  will  make 
use  of  those  idle  dollars — and  only  those 
dollars — which  private  enterprise  is  un- 
able to  utilize.  Even  the  most  rugged 
individualist  will  hesitate  to  make  invest- 
ments or  to  produce  goods  just  for  the 
sake  of  putting  men  to  work;  however, 
he  will  produce  and  invest  as  a  matter 
of  course  if  he  feels  confident  that  Federal 
policy  will  assure  a  continuing  demand 
for  goods.  Freed  from  the  fear  of  unem- 
ployment, the  individual  worker,  like- 
wise, will  not  feel  compelled  to  make 
excessive  savings.  If  he  believes  that  he 
will  continue  to  have  a  job,  he  will  buy 
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that  new  car  or  refrigerator  or  house  as  a 
matter  of  course.  In  this  atmosphere  of 
confidence  on  the  part  of  both  producers 
and  consumers,  we  shall  be  able  to  main- 
tain our  present  productive  level  with  the 
smallest  possible  degree  of  Federal  spend- 
ing. In  order  to  do  so,  however,  the 
government  must  be  prepared  to  spend 
whatever  is  necessary,  whatever  the  amount 
may  be. 

It  is  impossible  to  determine  in  ad- 
vance the  scale  of  Federal  expenditures 
which  such  a  policy  would  require  for 
any  one  year  or  for  any  one  decade,  since 
it  is  based  entirely  on  making  use  only  of 
the  idle  capital  which  private  industry  is  unable 
to  use.  The  best  we  can  do  is  to  plan  a 
program  so  vast  in  scope  that,  if  fully 
executed,  it  would  be  capable  of  absorb- 
ing all  the  idle  dollars.  No  great  harm 
will  result  if  only  a  small  portion  of  the 
program  is  executed,  for  the  cost  of  mak- 
ing plans  is  relatively  small;  whereas  if 
we  have  no  plans,  we  may  be  confronted 
once  more  with  the  painful  alternatives  of 
leaf  raking  or  doles.  Our  aim  must  be 
to  devise  a  program  of  spending  which 
definitely  adds  value  to  our  national  in- 
vestment or  to  our  enjoyment  of  life  and 
is  not  competitive  with  normal  private 
enterprise.  Let  us  examine  briefly  some 
of  the  forms  which  such  expenditures 
might  take: 

1.  Federal  Public  Works 

The  scheduling  of  Federal  public  works 
so  that  their  actual  construction  occurs 
during  depression  periods  was  recom- 
mended by  President  Hoover,  who  estab- 
lished the  Public  Works  Stabilization 
Board  during  his  administration.  If  Con- 
gress realizes  the  necessity  for  advance 
planning,  there  should  be  no  difficulty 
in  using  Federal  public  works  as  the  No.  1 
item  on  our  list.  Advance  planning  should 
include  the  comprehensive  study  through 
which  the  need  for  the  project  is  estab- 
lished and  the  detailed  technical  plans 


that  are  required  for  the  execution  of  the 
work.  No  additional  cost  will  be  required 
as  a  result  of  this  part  of  the  program, 
since  we  assume  that  only  the  timing  of 
projects  is  involved  and  that  no  con- 
struction will  be  undertaken  which  is  not 
needed.  Expenditures  for  public  works 
will  be  useful  as  far  as  they  go,  but  they 
will  not  be  sufficient  unless  we  are  deal- 
ing with  a  mere  ripple  in  the  economic 
graph. 

2.  Conservation  of  Natural  Resources 

Expenditures  made  for  the  purpose  of 
conserving  our  natural  resources,  such 
as  reforestation,  control  of  soil  erosion, 
etc.,  cannot  be  deferred  indefinitely.  This 
type  of  expenditure  can  be  minimized 
during  periods  of  prosperity,  however, 
and  correspondingly  increased  during 
periods  of  depression.  Since  we  are  deal- 
ing with  the  preservation  of  our  most 
precious  national  possessions,  we  should 
be  quite  liberal  in  our  appropriations  for 
this  purpose,  provided  that  the  results 
obtained  are  reasonably  commensurate 
with  the  cost.  An  intelligent  program, 
consistently  applied,  should  enable  us  to 
make  good  use  of  many  idle  dollars.  In 
this  connection  it  would  be  well  to  give 
thought  to  some  form  of  national  ac- 
counting that  would  not  list  in  the  same 
classification  both  current  expenditures 
and  investments  made  for  the  purpose 
of  preserving  our  heritage  of  natural 
resources. 

3.  State  and  Municipal  Public  Works 

A  policy  of  Federal  loans  and  grants 
to  states  and  municipalities  should  make 
it  possible  to  control  the  timing  of  a 
substantial  portion  of  their  capital  ex- 
penditures so  as  to  reinforce  the  effect 
of  items  1  and  2.  In  view  of  the  legal  and 
financial  limitations  under  which  so  many 
of  our  cities  are  operating,  it  might  be 
desirable  to  increase  the  proportion  of 
[14] 
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the  Federal  assistance  and  thereby  cor- 
respondingly control  the  timing  of  munic- 
ipal capital  expenditures. 

4.  Regional  Development 

The  systematic  development  of  an  en- 
tire valley  region  such  as  that  undertaken 
by  the  Tennessee  Valley  Authority  gives 
promise  of  a  better  use  and  conservation 
of  our  natural  resources.  It  should  result 
in  creating  new  fields  for  private  enter- 
prise as  well  as  raising  the  standard  of 
living  in  some  of  the  more  neglected 
regions  of  the  country.  These  regions  will 
include  many  rural  areas  which  will  bene- 
fit through  over-all  planning  and  at  least 
partial  electrification.  The  advantages  of 
bringing  electricity  to  the  farm  are  so 
great  that  they  need  not  be  argued.  As 
in  the  case  of  a  conservation  program, 
however,  care  should  be  taken  to  see  that 
the  results  obtained  are  reasonably  com- 
mensurate with  the  cost. 

5.  Highways  and  National  Parks 

These  are  really  only  a  special  form 
of  public  works.  They  are  mentioned  at 
this  time  merely  because  the  preceding 
items  would  seem  to  take  precedence 
from  the  point  of  view  of  relative  neces- 
sity. They  differ  also  from  public  build- 
ings in  that  they  are  useful  to  and  can  be 
enjoyed  by  the  entire  population,  where- 
as the  effect  of  public  works  is  more 
apparent  in  the  cities. 

6.  Urban  Redevelopment 

There  is  nothing  new  in  the  list  of 
items  from  1  to  5,  since  they  were  all 
applied,  in  varying  degrees,  during  the 
thirties.  We  found  then  that  they  were 
insufficient,  however,  and  that  we  had 
to  resort  to  "made  work"  under  the  WPA 
program,  the  so-called  "leaf  raking"  proj- 
ects. It  would  be  a  pity  if,  through  lack 
of  foresight,  we  should  be  forced  again 
to  resort  to  such  sorry  expedients.  For, 
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if  we  are  to  use  Federal  funds  to  maintain 
an  effective  demand  for  the  goods  which 
we  produce,  the  money  should  not  be 
used  in  a  manner  that  will  employ  labor 
at  relatively  useless  tasks  at  substandard 
wages.  This  solution  lowers  the  standard 
of  living  by  reducing  the  value  of  the 
gross  national  product  and  detracts  from 
the  dignity  of  the  individual  by  making 
him  feel  that  he  is  a  failure.  Workers 
should  be  able  to  find  work  under  nor- 
mally competitive  conditions,  both  for 
their  own  sake  and  for  that  of  the  nation. 

There  is  a  solution — the  reconstruction 
of  our 'cities  can  be  undertaken  as  an 
ideal  offset  to  surplus  savings.  Individual 
savings  can  be  used  in  the  form  in  which 
they  are  principally  made:  insurance, 
building  and  loan  associations,  savings 
banks.  We  have  heretofore  refused  to 
consider  this  solution  because  it  involved 
many  separate  problems,  each  one  of 
which  presented  difficulties  that  seemed 
insuperable.  We  have  persistently  at- 
tempted to  solve  these  problems  piece- 
meal. Thus,  for  example,  we  have 
successively  adopted  building  codes, 
highway  planning,  zoning,  public  hous- 
ing, Federal  insurance  of  loans  for  private 
housing,  and,  in  certain  states,  special 
land  assembly  rights  for  private  housing 
corporations.  These  are  all  partial  reme- 
dies. If  we  consider  urban  redevelopment 
as  an  essential  element  in  the  mainte- 
nance of  full  production,  we  shall  be 
able  to  develop  a  program  which  offers 
an  effective  solution  for  some  of  the  most 
baffling  problems  faced  by  the  city  and 
the  nation. 

We  shall  find  that  the  reconstruction 
of  our  cities,  if  it  is  ably  conceived,  will 
involve  vast  relocations  of  business  and 
industry,  as  well  as  the  rebuilding  of 
blighted  areas.  If  it  is  based  on  the  as- 
sumption that  we  are  deliberately  going  to 
maintain  a  continuous  high  level  of  production, 
both  business  and  industry  will  find  it 
possible  to  finance  their  new  capital  re- 
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quirements  with  very  little,  if  any,  Fed- 
eral aid.  We  shall  find,  likewise,  that  the 
certainty  of  a  continuously  high  national 
income  will  make  it  possible  for  an  in- 
creasingly large  portion  of  the  urban 
population  to  pay  an  economic  rent  for 
the  new  housing.  A  vast  stimulation  of 
private  enterprise  in  a  manner  calculated 
to  make  use  of  private  savings  through 
normal  channels  of  investment  will  re- 
sult from  relatively  moderate  Federal 
expenditures. 

If  we  are  to  secure  the  full  benefit  of  a 
compensatory  economy,  we  must  make 
it  clear  to  all  that  we  mean  business:  the 
conviction  on  the  part  of  all  the  people 
that  Federal  expenditures  will  be  made 
on  whatever  scale  is  required  to  maintain 
a  continuous  high  level  of  production  is 
the  surest  way  to  keep  such  Federal  ex- 
penditures at  the  lowest  possible  level. 


In  the  war  against  depression,  the  policy 
of  spending  "too  little  and  too  late"  can 
be  just  as  fatal  as  it  is  in  war  between 
nations.  Let  us  have  the  boldness  and  the 
imagination  to  develop  a  program  really 
capable  of  absorbing  the  full  energy  of 
the  American  people.  We  need  not  live 
again  in  the  fear  and  frustration  resulting 
from  the  threat  of  another  depression  if 
we  have  the  courage  and  resourcefulness 
to  plan  a  way  out  of  our  difficulties.  Let 
us  hope,  also,  that  we  shall  find  in  city 
building  something  more  than  a  mere 
device  for  spending  money  in  order  to 
keep  our  productive  machine  functioning 
smoothly.  Once  we  have  found  and 
adopted  the  financial  solution,  we  shall 
find  that  we  have  the  opportunity  to 
build  American  cities  that  will  make  full 
use  of  our  best  creative  efforts.  It  is  time 
that  we  prepare  for  this  opportunity. 
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C^  us  suppose  that  the  total  amount 
of  money  disbursed  as  a  result  of 
producing  goods  and  services  were 
promptly  used  to  purchase  these  goods 
and  services.  It  is  clear  that  the  number 
of  dollars  released  as  a  result  of  produc- 
tion would  be  precisely  equal  to  the  num- 
ber of  dollars  required  to  buy  the  total 
product.  Our  economy  would  be  bal- 
anced at  whatever  level  of  production 
happened  to  prevail  at  the  time  we  under- 
took to  act  in  so  strange  a  fashion.  But 
we  would  be  putting  a  brake  on  progress. 
For  progress  requires  new  investments, 
and  new  investments  require  savings. 
Those  of  us  who  save  some  of  our  income, 
therefore,  are  not  merely  acting  wisely 
from  our  own  point  of  view;  we  are  also 
performing  a  useful  social  function.  Too 
much  of  anything,  however,  is  too  much. 
As  J.  M.  Keynes  has  said:  "If  we  carry 
'economy'  of  every  kind  to  its  logical 
conclusion,  we  shall  find  that  we  have 
balanced  the  budget  at  nought  on  both 
sides,  with  all  of  us  flat  on  our  back 
starving  to  death  from  a  refusal,  for  rea- 
sons of  economy,  to  buy  one  another's 
services." 

Theoretically,  one  might  expect  that 
a  surplus  of  savings  would  result  in  lower- 
ing interest  rates  and  that  the  lower  in- 
terest rates  would  reduce  the  incentive  to 
save.  This  reduction  in  incentive  should, 
in  turn,  decrease  the  volume  of  savings 
until  it  is  just  sufficient  to  meet  the  re- 
quirements of  industry  and  commerce. 
In  practice,  however,  things  don't  work 
that  way.  There  was  a  fairly  steady  drop 
in  interest  rates  throughout  the  decade 
from  1929  to  1939.  But  the  falling  interest 


rate  had  no  perceptible  influence  on  the 
rate  of  saving.  The  truth  is  that  the  habit 
of  saving  seems  to  be  ingrained  in  a 
large  portion  of  the  population;  even  if 
the  interest  rate  should  drop  to  zero, 
many  people  would  continue  to  put  some- 
thing away  for  a  rainy  day.  During  the 
last  century  we  needed  vast  sums  of 
money  for  building  up  great  new  indus- 
tries; the  demand  for  capital  seemed  in- 
exhaustible and  it  was  even  necessary  to 
supplement  it  with  private  capital  from 
other  nations.  Under  such  conditions  sav- 
ing was,  indeed,  a  virtue.  On  the  basis 
of  data  which  have  been  accumulated 
during  the  past  two  decades,  however, 
it  appears  that  this  virtue  is  being  carried 
to  excess.  It  seems  likely  that  we  shall 
have  to  find  ways  of  discouraging  the 
habit  of  saving  or  else  we  shall  have  to 
find  additional  means  of  utilizing  the 
savings  that  we  persist  in  making.  It  is 
quite  probable  that  we  shall  have  to  do 
both.  Before  jumping  to  conclusions,  how- 
ever, let  us  look  at  the  record  of  the  two 
decades  preceding  the  present  war.1 

Chart  II  shows  the  relationship  be- 
tween the  gross  savings2  and  the  national 
product  for  the  years  1919  to  1940. 

The  charts  and  statistics  used  in  this  chapter 
are  based  on  data  contained  in  "Saving,  Investment, 
and  National  Income,"  TNEC  Monograph  37,  a  Senate 
committee  print,  76th  Congress,  a  study  made  for 
the  Temporary  National  Economic  Committee. 

2  "Gross  savings  are  more  significant  than  net 
savings  so  far  as  the  flow  of  national  income  and  the 
level  of  economic  activity  are  concerned.  The  volume 
of  gross  savings  indicates  how  much  is  being  sub- 
tracted from  the  current  flow  of  national  production, 
how  much  is  not  being  spent  for  consumption  goods. 
It  states  how  much  must  be  spent  on  other  than  con- 
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SHOWING  GROSS"  NATIONAL  PRODUCT  AND  GROSS  SAVINGS'   1919 -1940 
AND  VARIATION  IN  THE  RATE  OP  INTEREST  - 1929  -1939 
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This  chart  also  indicates  the  variation 
in  the  interest  rate,  as  measured  by  the 
average  yield  on  bonds  of  the  Federal 
government,  high-grade  municipals,  and 
Moody's  AAA  corporates,  for  the  period 
1929-1939.  It  is  apparent  that  there  is 
no  relationship  between  the  interest  rate 
for  these  high-grade  securities  and  the 
amount  or  rate  of  savings.  On  the  other 
hand,  there  is  a  significant  relationship 
between  the  rate  of  savings  and  the  gross 
national  product.  In  general,  the  per- 
centage saved  tends  to  increase  when 
total  production  increases.  During  the 
war  it  was  desirable  that  saving  should 
be  encouraged  in  every  possible  manner 
in  order  to  reduce  the  demand  for  goods. 
After  the  war,  however,  people  will  be 
encouraged  to  spend  freely  in  order  to 
keep  the  wheels  of  industry  moving.  Past 
trends  indicate  that  under  normal  con- 
ditions, a  continuation  of  the  level  of 
production  reached  during  the  war  would 
result  in  gross  savings  of  at  least  20  to  25 
per  cent  of  the  gross  national  product. 
At  present  production  and  price  levels, 
this  would  indicate  gross  savings  of  from 
35  to  45  billion  dollars  a  year.  We  may 
find  that  it  will  be  quite  a  task  for  private 
enterprise  to  make  use  of  this  amount  of 
capital  without  any  help  from  the  Federal 
government. 

What  is  the  source  of  savings?  In  the 
prosperous  period  of  1925-1929,  36  per 
cent  of  gross  savings  were  made  by  busi- 
ness, 54  per  cent  by  individuals,  and  10 
per  cent  by  governments.  In  the  late 
depression  period  of  1935-1939,  35  per 
cent  of  gross  savings  were  made  by  busi- 

sumption  goods  if  the  level  of  national  income  is  to 
be  maintained.  .  .  .  The  gross  savings  of  the  United 
States  during  the  past  two  decades  are  best  measured 
by  the  amount  of  gross  capital  formation  (gross 
investment).  Savings  measured  in  this  way  represent 
the  end  result  for  the  community  as  a  whole  of  indi- 
vidual, business,  and  governmental  decisions  to 
withhold  income  from  consumption,  to  hoard,  and 
to  expand  bank  credit."  (Ibid.) 


ness,  66  per  cent  by  individuals,  and 
governments  dis-saved  slightly.  The  mere 
thought  of  savings  made  by  governments 
may  be  so  surprising  as  to  require  some 
explanation:  Gross  savings  by  govern- 
ments indicate  the  excess  of  capital  out- 
lays over  increases  in  government  debts.1 
Statistics  in  this  chapter  which  refer  to 
governments,  unless  otherwise  qualified, 
indicate  the  sum  of  the  figures  for  Federal, 
state,  and  local  governments. 

Gross  savings  made  by  business  seem 
to  bear  a  relatively  constant  ratio  to  the 
gross  national  product.  As  a  result  of  the 
large  balances  accumulated  in  deprecia- 
tion, depletion,  and  surplus  accounts, 
most  of  the  big  corporations  can  finance 
all  their  new  investments  without  bor- 
rowing from  the  public.  Even  in  1929 
American  enterprises  could  have  financed  75 
per  cent  of  their  investments  in  plant  and  equip- 
ment from  internal  sources.  Since  then  the 
need  for  borrowing  by  the  largest  cor- 
porations has  been  further  reduced.  High 
officials  of  a  number  of  the  largest  com- 
panies testified  at  the  TNEC  hearings 
that  they  could  readily  finance  any  prob- 
able expansion  or  new  investment  from 
their  own  resources.  This  is  perhaps  one 
of  the  most  significant  developments  of 
the  past  two  decades.  We  have  heard  a 
great  deal  concerning  the  great  new  de- 
velopments which  are  to  take  place  in 
many  fields  after  the  war.  Those  who 
have  spoken  of  our  economy  as  being 
"mature"  have  been  chided  for  their  lack 
of  faith  in  American  production  and  in- 
genuity. But,  if  the  leaders  of  our  prin- 
cipal industries  are  correct  in  their 

1  If  a  city  collects  10  million  dollars  in  taxes,  spends 
1  million  dollars  for  new  schools  and  the  balance  for 
operating  expenses,  it  has  saved  1  million  dollars. 
If  it  spends  $500,000  for  new  schools,  $500,000  for 
debt  retirement,  and  9  million  dollars  for  operating 
expenses,  it  has  also  saved  1  million  dollars.  But  if  the 
city  collects  only  9  million  dollars  and  borrows  1 
million  dollars  to  finance  500  million  dollars  worth 
of  schools  and  retire  500  million  dollars  worth  of 
maturing  bonds,  spending  the  entire  9  million  dollars 
for  operating  expenses,  it  has  saved  nothing. 
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CHART  III 


SHOVWNC3    INDIVIDUAL   SAVINGS   BY 
FAMILY  INCOME    GROUPS    1935 -1936 
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statement  that,  in  general,  they  will  not 
need  to  finance  new  investment  through 
borrowings,  what  is  to  become  of  the 
savings  of  individuals?  It  is  true  that 
many  small  business  enterprises  need  cap- 
ital, but  they  are  frequently  unable  to 
tap  savings  in  the  form  in  which  they 
are  generally  available.  Individual  savers 
are  wary  of  direct  investment  in  small 
companies  and  show  an  increasing  tend- 
ency to  buy  life  insurance  or  place  their 
funds  in  savings  banks.  These  institutions, 
on  the  other  hand,  are  unable  to  make 
available  the  type  of  capital  that  the 
smaller  companies  most  urgently  need — 
venture  or  risk  capital. 

A  study  of  consumer  incomes  and  ex- 
penditures made  in  1935-1936  shows  that 
during  that  period  59  per  cent  of  all 
American  families  had  incomes  of  less 
than  $1,250  a  year  and,  as  an  average, 
did  not  save.  These  families  consumed 
more  than  they  earned,  the  difference 
being  accounted  for  by  debts,  gifts,  or 
the  use  of  savings  previously  accumu- 
lated. At  an  income  level  of  $1,250  to 
$1,500  a  year  the  average  family  saved 
1.9  per  cent  of  its  income,  and  the  ratio 
increased  steadily  in  proportion  to  in- 
come. At  an  income  level  of  $20,000  and 
over,  the  average  savings  were  50.8  per 
cent.  The  110,000  families  with  incomes 
of  more  than  $20,000  contributed  40  per 
cent  of  the  total  of  all  individual  savings, 
and  the  927,000  families  with  incomes  of 
more  than  $5,000  contributed  79  per  cent 
of  the  total  of  all  individual  savings  for 
the  year  (see  Chart  III). 

The  above  figures  indicate  quite  clearly 
that  a  heavily  graduated  individual  in- 
come tax  is  more  than  a  device  for  equi- 
tably distributing  the  tax  burden.  This 
form  of  taxation  helps  to  reduce  excessive 
savings  at  the  source.  It  is  idle  for  indi- 
viduals in  the  upper  income  brackets  to 
complain  about  high  income  taxes  unless, 
as  a  class,  they  realize  the  necessity  of 


doing  one  of  two  things:  either  they  must 
spend  more  for  consumer  goods  and  serv- 
ices or  they  must  risk  their  money  for 
equity  financing  of  private  enterprises. 
There  is  plenty  of  money  available  for 
"safe"  investments,  but  there  is  a  dearth 
of  capital  that  is  willing  to  take  real  risks. 
And  this  is  the  very  type  of  capital  that 
is  needed  for  new  enterprises,  as  distinct 
from  a  new  development  by  an  existing 
big  corporation.  The  mere  existence  of 
tax-exempt  securities  is  a  standing  invita- 
tion to  the  wealthy  to  avoid  the  obliga- 
tion they  have  to  society.  The  economic 
function  of  the  rich  is  to  furnish  capital 
for  new  investment;  if  they,  who  can  best 
afford  it,  avoid  taking  any  risks,  who  is 
going  to  do  so?  In  order  to  encourage 
wealthy  individuals  to  participate  in 
equity  financing  we  may,  as  a  first  step, 
discontinue  the  practice  of  issuing  tax- 
exempt  securities. 

One  other  aspect  of  individual  savings 
should  be  noted — the  increasing  impor- 
tance of  life  insurance.1  The  supply  of 
securities  eligible  for  investment  by  life- 
insurance  companies,  with  the  exception 
of  United  States  government  securities, 
has  not  kept  pace  with  the  increased 
flow  of  savings.  The  cash  holdings  of 
the  twenty-six  largest  legal-reserve  life- 
insurance  companies  increased  from  102 
million  dollars  in  1929  to  665  million 
dollars  in  1938.  From  December,  1938, 
to  August,  1940,  they  increased  another 
40  per  cent.  To  quote  from  TNEG  Mono- 
graph 37: 

These  cash  and  bank  balances  earned 
negligible  amounts  of  interest.  In  1929  the 
twenty-six  companies  together  earned 
$3,700,000  upon  their  cash  balances; 
in  1938,  only  $273,000.  In  1929  all  the 
twenty-six  companies  reported  interest 
income  on  cash  balances;  in  1938,  after 

1  In  the  fifteen  years  from  1924  to  1939  there  was, 
despite  the  depression,  a  continuous  increase  in  the 
proportion  of  life-insurance  assets  to  total  assets  of 
principal  savings  institutions;  the  proportion  increased 
from  25  per  cent  in  1924  to  38.2  per  cent  in  1939. 
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the  cash  holdings  of  the  twenty-six  com- 
panies had  grown  by  650  per  cent,  seven 
companies  earned  nothing,  and  another 
seven  companies  earned  less  than  $1,000. 
The  New  York  Life,  for  example,  re- 
ported $43  of  interest  income  during 
1938  on  cash  balances  aggregating  50 
million  dollars.  The  Prudential  reported 
no  interest  income  during  the  year  on 
95  million  dollars  of  cash. 

Having  considered  the  volume  and  the 
source  of  savings,  let  us  now  examine  the 
type  of  expenditures  which,  in  the  past, 
have  had  the  effect  of  offsetting  sav- 
ings. Chart  IV  illustrates  the  principal 
components: 

1.  Private  housing,  shown  by  the  lowest 
portion   of  the   vertically   shaded   area. 
A  considerable  expansion  is  anticipated 
in  the  early  postwar  years.  The  impor- 
tance of  housing,  as  an  offset  to  savings, 
is  both  quantitative  and  qualitative.  Dur- 
ing the  prosperous  twenties  it  constituted 
more  than  a  quarter  of  the  total  offsets. 
Of  almost  equal  importance  is  the  fact 
that  it  is  based  on  mortgage  lending  and 
therefore  furnishes  a  suitable  outlet  for 
individual  savings  which  flow  to  life-insur- 
ance companies  and  financial  institutions. 

2.  Nonprofit  construction,  which  includes 
hospitals,  churches,  etc.,  shown  by  the 
middle  portion  of  the  vertically  shaded 
area.  It  does  not  constitute  a  very  sig- 
nificant proportion  of  the  total. 

3.  Producers'  plant,  shown  by  the  upper 
portion   of  the   vertically   shaded   area. 
Commercial  and  industrial  construction 
is,  on  the  average,  substantially  equal  to 
private  housing  in  dollar  volume  but  the 
fluctuations  are  not  so  severe.  It  should 
be  noted  that  in  the  case  of  many  large 
companies  these  expenditures  will  be  fi- 
nanced internally. 

4.  Producers'   equipment,   shown  by  the 
dotted  area.  It  constitutes  a  very  signifi- 
cant element  of  the  offsets  to  savings,  but 
it  is  subject  to  the  same  comment  that 
was  noted  in  item  3. 


5.  Government  outlays,  shown  by  hori- 
zontal shading,  represent  a  measure  of 
the  difference  between  the  outlays  of  pub- 
lic bodies  (Federal,  state,  and  local), 
which  add  to  the  community's  disposable 
cash   income,    and   the   receipts,    which 
represent  drafts  upon  disposable  cash  in- 
come. A  very  large  proportion  of  these 
public  expenditures  is  represented  by  con- 
struction and,  in  general,  public  construction 
exceeds  the  figure  for  government  outlays  as 
given  in   the  chart,   although   this   is   not 
always  true  for  individual  years. 

6.  Miscellaneous  represents  the  algebraic 
sum  of  the  following:  change  in  inven- 
tories,  foreign  balance,   and  change  in 
consumer  credit  (installment  buying). 
These  subitems  have  been  grouped  to- 
gether because  the  figures  for  individual 
years  were  frequently  negative  and  the 
chart  would  have  been  too  confusing  if 
the  subitems  had  been  indicated  sepa- 
rately. Even  the  algebraic  sum  of  these 
items   frequently  results   in   a   negative 
quantity,  which  explains  why  the  graph 
for  total  offsets  dips  down  below  the  top 
line  of  item  5.  It  is  sufficient  to  note  that 
the  miscellaneous  group  cannot  be  re- 
lied on  as  a  major  and  permanent  factor 
to  offset  deficiencies  in  other  forms  of 
investment. 

The  vertically  shaded  area  of  Chart 
IV  represents  the  part  played  by  invest- 
ment in  private  construction  as  an  offset 
to  savings.  One  glance  is  sufficient  to  see 
that  a  high  level  of  construction  occurred 
during  the  prosperous  twenties.  Note  how 
private  housing  reaches  a  peak  in  1925, 
four  years  before  the  panic  of  1929,  and 
then  drops  slowly  for  three  years  and 
sharply  for  four  years.  If  we  had  been 
able  to  maintain  housing  construction  at 
the  peak  level  of  1925,  this  one  item 
alone  would  have  provided  more  than 
twice  the  total  offsets  to  savings  from  all 
sources  that  we  actually  had  in  the  dark 
days  of  1932. 

The   extreme   fluctuations   that   have 
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taken  place  in  the  construction  of  resi- 
dential buildings  is  shown  clearly  in  Chart 
IV.  It  is  obvious  at  a  glance  that  we  are 
confronting  a  sick  industry.  If  all  indus- 
try had  reached,  in  1934,  a  level  of  pro- 
duction that  was  less  than  10  per  cent 
of  its  production  in  1925,  we  would  have 
been  faced  with  a  revolution  instead  of 
a  depression.  Startling  as  the  collapse  of 
residential  construction  appears,  however, 
the  chart  really  presents  an  understate- 
ment of  the  economic  maladjustment  of 
the  housing  industry.  For  it  is  in  the 
general  interest  of  purchasers,  lenders, 
and  borrowers  to  build  the  maximum 
volume  of  housing  during  periods  of  de- 
pression: Construction  costs  and  land  are 
cheaper  and  purchasers  get  more  for  their 
money;  borrowers  and  lenders  are  both 
protected  against  vanishing  equities  due 
to  further  price  deflation.  Furthermore, 
an  increase  in  construction  during  a  de- 
pression counteracts  the  dip  in  the  general 
business  curve  and  is,  therefore,  in  the 
interest  of  the  nation  as  a  whole.  The 
ideal  production  graph  of  the  housing 
industry  is  not  a  straight  line.  It  should  go 
above  normal  when  general  business  is  below 
normal,  and  vice  versa.  How,  then,  shall 
we  explain  the  conditions  portrayed  in 
Chart  IV? 

Mortgage  lending  institutions  are  man- 
aged by  men  motivated  by  the  same 
hopes  and  fears  as  the  average  individual. 
During  periods  of  depression  they  are 
excessively  conservative.  An  understand- 
able fear  of  the  future  plus  the  necessity 
of  preserving  a  reasonable  degree  of  li- 
quidity may  inhibit  them  from  making  any 
long-term  loans  at  the  bottom  of  a  de- 
pression. As  confidence  gradually  returns 
and  the  national  income  rises,  vacancies 
diminish  and  the  demand  for  new  housing 
increases.  Loans  are  made  more  and  more 
frequently  and  building  construction 
flourishes.  Soon  the  mortgage  lenders, 
like  everyone  else,  become  victims  of  a 


boom  psychology.  Stimulated  by  the  pres- 
sure of  funds  seeking  investment  and  a 
belief  in  higher  and  higher  prices,  the 
timidity  of  lending  institutions  gives  way 
to  keen  rivalry  for  the  largest  share  of  the 
mortgage  business.  Under  these  condi- 
tions the  safeguard  of  conservative  ap- 
praisals breaks  down.  Although  mortgages 
are  still  made  nominally  on  a  60  or  65 
per  cent  ratio  they  become,  in  fact,  85, 
90,  95,  and,  finally,  more  than  100  per 
cent  of  true  costs.  When  builders  can 
obtain  such  full  loans  they  are  less  likely 
to  be  concerned  with  high  prices  or  de- 
mand. Under  such  conditions  overbuild- 
ing is  almost  inevitable.  Unsold  houses 
and  vacant  apartments  finally  become  so 
numerous  that  both  builders  and  mort- 
gagees must  call  a  halt. 

On  the  downswing  of  the  business  cycle, 
with  wages,  prices,  and  employment  go- 
ing down,  lender  and  borrower  are  both 
caught.  A  reasonable  surplus  of  obsolete 
dwelling  units  does  not  seem  to  be  too 
dangerous  as  long  as  business  is  pros- 
perous. The  owners  of  vacant  housing  in 
blighted  areas  merely  hold  their  property 
for  some  future  investment,  not  quite 
sure  what  it  will  be,  perhaps,  but  hopeful 
that  they,  at  least,  will  find  some  way  of 
profiting  from  the  seemingly  endless 
growth  of  the  city.  But,  as  the  depression 
progresses,  the  relatively  small  surplus 
of  dwelling  units  is  rapidly  increased  by 
doubling  up  of  families  because  of  de- 
creasing incomes.  In  the  face  of  this  rapid 
increase  in  vacancies,  new  housing  con- 
struction comes  almost  to  a  standstill, 
thereby  throwing  more  men  out  of  work 
and  further  depressing  construction  prices. 
By  this  time  in  many  cases  equities  have 
vanished,  and  foreclosures  begin  on  a 
large  scale. 

Conditions  in  the  field  of  housing  con- 
struction and  mortgage  lending  are  so 
unsatisfactory  to  all  concerned  that  they 
must  not  be  allowed  to  continue.  We 

24] 


Spending,  Saving,  and  Lending 


have  made  a  small  start  with  FHA  mort- 
gage insurance.  But  this  device  was  merely 
improvised  for  the  purpose  of  stimulating 
mortgage  lending  at  the  bottom  of  the 
depression.  As  we  shall  see  in  succeeding 
chapters,  nothing  substantial  has  yet  been 
done  to  maintain  a  constant  demand  for  new 
housing  by  deliberate  demolition  of  obsolete 
housing.  Until  we  face  this  problem 
squarely,  and  solve  it,  it  is  idle  to  talk 
about  maintaining  a  high  level  of  produc- 
tion over  any  extended  period  of  years 
without  huge  public  expenditures.  Let  us 
look  at  Chart  IV  once  more  and  notice 
that,  as  private  construction  fell  off,  the 
deficiency  had  to  be  partly  compensated 
by  increased  government  spending.  It 
will  make  little  difference  whether  a  Re- 
publican or  a  Democratic  administration 
is  in  power,  or  what  platform  promises 


have  been  made.  Offsets  to  savings  must 
be  provided  in  a  manner  that  will  create 
sufficient  purchasing  power  to  absorb  pro- 
duction. If  private  investment  does  not 
suffice,  it  is  inevitable  that  public  invest- 
ment will  be  called  upon  to  supplement  it. 
We  may,  however,  vastly  increase  the 
opportunity  for  private  investment  by 
maintaining  a  demand  for  new  construc- 
tion. But  this  demand  can  be  maintained 
only  if  we  destroy  obsolete  buildings  on 
a  vast  scale.  And  we  will  not  be  willing 
to  undertake  the  task  on  the  required 
scale  unless  we  understand  the  economic 
necessity  of  doing  so.  It  is  for  this  reason 
that  I  have  tried  to  indicate  the  magni- 
tude of  savings  and  the  importance  of 
the  construction  industry  as  an  offset  to 
savings. 
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THE  word  "planning"  is  at  present 
in  ill  repute.  The  resentment 
against  economic  planning  arises 
from  a  double  fear:  First,  that  there  will 
be  a  curtailment  of  individual  liberty, 
and  secondly,  that  there  will  be  a  painful 
extension  of  governmental  red  tape  and 
inefficiency.  It  seems  more  and  more 
likely,  however,  that  we  shall  never  be 
able  to  return  to  the  simple  controls  that 
were  suitable  for  the  agrarian  economy  of 
our  forefathers.  We  want  the  luxuries 
made  possible  by  mass  production  and 
we  shall  have  to  reconcile  ourselves  to 
the  necessity  of  economic  controls  if  we 
are  to  avoid  increasingly  severe  depres- 
sions. The  real  choice  is  whether  we  shall 
consciously  plan  our  future  or  allow  our- 
selves to  drift  into  situations  that  produce 
more  and  more  regulation — or  regimenta- 
tion, as  some  prefer  to  call  it.  So  far  we 
have  preferred  to  follow  the  second  alter- 
native. As  a  result  of  this  procedure, 
many  of  our  regulations  have  had  to  be 
hastily  improvised  in  periods  of  crisis; 
they  have  been  doubly  irritating  because 
they  have  frequently  been  ineffective  and 
cumbersome  in  their  application.  Fur- 
thermore, the  controls  have  frequently 
been  applied  too  late,  after  most  of  the 
damage  has  been  done.  Here  are  a  few 
examples  that  are  of  interest  to  the  city 
planner: 

Originally  the  typical  American  city 
grew  up  without  any  plan,  or  if  it  did 
have  one  it  was  usually  quite  bad  and 
limited  in  area.  Conditions  became  so 
chaotic  that  the  subdivision  of  raw  land 
by  uncontrolled  private  enterprise  could 
no  longer  be  tolerated.  The  municipali- 

[26 


ties  then  passed  ordinances  requiring  con- 
formity of  new  subdivisions  with  official 
highway  plans.  In  most  instances,  how- 
ever, these  official  highway  plans  were 
hastily  prepared  by  city  engineers  devoid 
of  imagination.  Little  thought  was  given 
to  the  desirability  of  providing  a  rela- 
tively small  number  of  through  traffic 
arteries  that  would  be  carefully  planned 
long  in  advance.  Had  this  been  done  it 
would  have  been  possible  to  allow  time 
for  more  study  and  better  adaptation  to 
the  natural  topography  for  the  minor 
streets.  Once  our  cities  recognized  the 
need  for  planning,  however,  they  im- 
patiently proceeded  to  the  opposite  ex- 
treme of  hastily  establishing  an  elaborate 
street  system  extending  for  miles  into  the 
open  country.  In  most  cases  the  best 
that  could  be  said  for  the  official  highway 
plan  was  that  it  was  better  than  no  plan 
at  all.  Natural  features  such  as  streams, 
hillsides,  and  woods  were  usually  ignored 
and  the  adaptation  to  the  topography 
was  frequently  so  bad  that  enormous 
sums  have  been  wasted  in  the  useless 
grading  of  large  sections  of  our  cities. 
There  are  many  sections  of  Washington, 
to  cite  merely  one  instance,  in  which  the 
fill  is  20,  30,  and  sometimes  40  or  50  feet 
deep  and  where  the  adjacent  hills  have 
been  cut  from  10  to  40  feet.  The  money 
wasted  in  making  these  cuts  and  fills 
and  in  providing  storm  sewers  is  only  a 
part  of  the  real  cost;  the  filled  ground  is 
unsuitable  for  building  unless  a  further 
cost  for  piling  is  incurred;  pleasant  woods, 
valleys,  and  streams  have  been  converted 
into  dreary  wastes  devoid  of  trees  and 
topsoil;  when  the  property  is  actually 
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used,  topsoil  must  be  hauled  in  and  shade 
trees  planted.  Within  the  last  few  years 
there  has  been  an  increasing  realization 
of  the  desirability  of  making  full  use  of 
the  natural  advantages  of  the  raw  land; 
but  this  realization,  in  most  cases,  has 
come  too  late.  The  pity  is  that  we  did 
not  have  sufficient  forethought  to  apply 
real  planning  and  design  until  after  our 
cities  had  attained  their  principal  growth. 
As  a  result  we  now  have  all  the  disad- 
vantages of  control  in  the  form  of  sub- 
division regulations,  with  very  few  of 
the  advantages  that  we  could  have 
had. 

The  adoption  of  an  official  highway 
plan,  well  in  advance  of  city  growth, 
does  not  determine  the  direction  or  ex- 
tent of  such  growth;  it  merely  indicates 
the  dedications  that  must  be  made  for 
streets  and  alleys  when  property  is  de- 
veloped. The  growth  of  cities,  therefore, 
continued  to  be  largely  haphazard.  The 
existence  of  a  main  highway,  car  line, 
or  bridge  frequently  served  as  the  path 
of  least  resistance  for  expansion,  whereas 
the  best  interests  of  the  city  might  have 
been  served  if  growth  had  taken  place  in 
an  opposite  direction.  As  soon  as  develop- 
ment operations  began  to  be  made  on  a 
large  scale,  another  factor  appeared — 
the  availability  of  large  tracts  of  land 
under  one  ownership.  Even  the  most  de- 
sirably situated  land  is  unsuitable  for 
large-scale  development  if  the  promoter 
must  deal  with  a  multitude  of  separate 
land  ownerships.  Finally,  as  growth  ap- 
proaches the  city  limits,  land  developers 
skip  the  intervening  space  and  start  sub- 
urbs where  they  are  free  of  subdivision 
requirements  and  where  building  regula- 
tions are  primitive  or  nonexistent.  So 
the  cycle  of  bad  planning  starts  all  over 
again.  But,  eventually,  even  the  suburbs 
can  no  longer  tolerate  such  conditions 
and  each  suburban  political  jurisdiction 
devises  its  own  subdivision  regulations. 
So  we  are  confronted  with  the  same  end 


result  of  more  regulations  applied   too 
late. 

Originally  we  had  no  building  regula- 
tions. But  after  many  fires  and  structural 
failures  most  cities  adopted  regulations 
designed  to  restrain  the  worst  abuses  and 
to  give  some  measure  of  protection  to  the 
public.  Year  by  year  these  regulations 
grow  more  complicated  and  more  bulky; 
the  average  city  building  code  now  con- 
tains several  hundred  closely  printed 
pages.  Attempts  are  occasionally  made 
to  simplify,  clarify,  and  abridge  these 
regulations,  but  the  new  code  usually 
turns  out  to  be  even  more  complicated 
and  restrictive  than  the  preceding  one. 
The  task  which  confronts  the  code  writer 
is  almost  impossible  to  achieve;  he  must 
try  to  imagine  all  the  possible  devices 
that  the  builder  will  use  in  order  to 
secure  a  competitive  advantage  by  cheap- 
ening construction  and  then  he  must  pro- 
hibit, by  specific  language,  the  use  of 
methods  that  would  be  dangerous  to  or 
injurious  to  the  public.  A  new  code  is 
hardly  in  print  before  some  new  material, 
method  of  construction,  or  deliberate 
evasion  necessitates  rewriting,  strength- 
ening, and  adding  to  its  clauses.  Further- 
more, the  manufacturers  of  building 
materials,  and  the  architects  and  builders 
whose  work  extends  beyond  the  limits 
of  a  single  city  have  to  learn  the  vagaries 
of  a  number  of  conflicting  codes.  For  each 
city  prepares  its  own  code  quite  without 
regard  to  a  commonly  accepted  standard. 
To  give  but  one  example:  a  tensile  stress 
of  16,000,  18,000,  20,000,  or  22,000  Ib. 
per  sq.  in.  may  be  allowed  by  the  codes 
of  different  cities  for  the  same  identical 
piece  of  steel  originating  in  Pittsburgh. 
By  piling  regulation  on  regulation,  we 
have  finally  reached  a  point  where  most 
modern  buildings  are  relatively  safe.  Un- 
fortunately, the  great  majority  of  buildings 
in  any  city  antedate  the  more  stringent 
regulations.  Most  fires  occur  in  old  build- 
ings to  which  the  new  regulations  cannot 
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be  made  to  apply  retroactively.  Again 
we  have  all  the  disadvantages  of  control 
with  only  partial  advantages. 

Originally  we  had  no  zoning  regula- 
tions. The  use  to  which  an  owner  could 
put  his  land  was  considered  to  be  one 
of  the  most  sacred  rights  of  private  prop- 
erty. In  the  course  of  time,  however,  it 
was  found  that  the  exercise  of  this  privi- 
lege frequently  resulted  in  destroying  or 
greatly  depreciating  the  property  rights 
of  adjoining  landowners.  In  1913  the 
city  of  New  York  appointed  a  Committee 
on  the  Height,  Size,  and  Arrangement  of 
Buildings.  Special  investigations  were 
carried  on  by  the  committee  in  a  number 
of  large  American  cities  as  well  as  in 
Canada  and  Europe,  but  no  action  was 
taken.  When,  however,  it  was  proposed 
to  build  the  Equitable  Building,  a  huge 
forty-story  structure  which  would  rob 
the  surrounding  property  of  light,  air, 
and  tenants,  the  property  owners  of  down- 
town Manhattan  became  alarmed.  New 
York  was  already  famous  for  its  sky- 
scrapers, but  the  tallest  structures  had 
been  in  the  form  of  towers  of  relatively 
restricted  floor  area,  such  as  the  Singer, 
Metropolitan,  and  Woolworth  buildings. 
The  proposed  Equitable  Building,  how- 
ever, was  to  have  both  height  and  bulk. 
The  effect  on  light  and  air  as  well  as  on 
the  demand  for  office  space  might  be 
little  short  of  disastrous  if  this  sort  of 
thing  were  continued.  But  there  was  no 
law  to  stop  the  construction  of  such  a 
building.  A  landowner  could  build  over 
the  entire  lot  as  deep  into  the  ground 
and  as  high  into  the  sky  as  he  wanted  to. 
The  owners  of  New  York  real  estate 
were  foiled  in  their  attempt  to  prevent 
the  construction  of  the  Equitable  Build- 
ing and  they  then  did  the  next  best  thing 
—they  vigorously  supported  the  recom- 
mendations of  the  planners.  The  first 
important  zoning  legislation  in  America 
thus  owes  its  existence  to  a  crisis  pre- 
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cipitated  by  the  unrestricted  private  use 
of  property. 

Even  though  the  New  York  Building 
Zone  Resolution  had  the  support  of  plan- 
ners and  many  businessmen,  it  may  be 
doubted  whether  it  would  have  been 
upheld  by  the  courts  had  it  not  been  for 
a  fortunate  combination  of  circumstances: 
It  was  adopted  in  1916,  during  the  First 
World  War.  Building  was  nearly  at  a 
standstill  and  the  new  law  was  not  tested 
in  the  courts  until  several  years  after  its 
enactment.  By  that  time  the  protection 
that  zoning  gave  to  property  owners  was 
beginning  to  be  generally  realized.  To 
quote  from  a  recent  book  on  New  York 
City: 

In  Paradoxes  of  Legal  Science,  the  late 
Supreme  Court  Justice  Benjamin  Cardo- 
zo,  writing  while  he  was  Chief  Judge  of 
the  Court  of  Appeals  of  New  York  State, 
used  zoning  as  an  illustration  of  the  way 
in  which  the  law  evolves  in  response  to 
social  needs.  Judge  Cardozo  expressed 
the  view  that,  had  the  legality  of  zoning 
been  contested  immediately  after  its 
adoption,  the  courts  would  have  held  it 
to  be  in  violation  of  property  rights  and 
clearly  unconstitutional.  Instead,  zoning, 
had  been  tried  over  a  period  of  years 
and  had  proved  to  be  of  general  benefit 
before  a  case  reached  the  Court  of 
Appeals.  Judges  with  broad  views  of  the 
law  as  a  living  human  force  early  recog- 
nized zoning  as  a  reasonable  exercise  of 
the  police  power,  and  it  was  upheld.1 

Since  then  many  cities  and  suburbs 
have  adopted  similar  regulations.  The 
great  majority  of  urban  communities  now 
have  some  form  of  zoning.  Unfortunately, 
when  it  finally  dawned  on  our  citizenry 
that  it  was  constitutional  to  regulate  the 
use  of  property,  most  of  our  cities  had 
attained  their  essential  growth.  There 
had  been  little  enough  good  highway 
planning,  but  there  had  been  absolutely 

1  From  Nat)  York  Plans  for  the  Future,  by  Cleveland 
Rodgers,  Harper  &  Brothers,  New  York,  1943. 


Planning  versus  Drifting 


no  land-use  planning.  The  result  was 
what  might  have  been  expected — a  sense- 
less jumble  of  commercial,  industrial,  and 
residential  uses.  The  various  zoning  com- 
missions were  helpless  to  do  anything 
about  the  mistakes  of  the  past  except  to 
prevent  the  extension  of  the  more  glaring 
misfits  by  labeling  them  "nonconform- 
ing."  They  proceeded,  with  the  same 
haste  and  lack  of  imagination  that  char- 
acterized the  early  city  highway  engineers, 
to  prepare  zoning  maps  based  on  inade- 
quate information  and  study.  As  a  result, 
most  cities  zoned  entirely  too  much  prop- 
erty for  commercial  purposes,  and  their 
maps  indicate  too  much  "strip"  zoning. 
It  is  now  becoming  evident  that  zoning 
is  only  capable  of  restraining  some  of  the 
more  glaring  abuses  of  the  unrestricted 
use  of  private  property  and  that  it  will 
have  relatively  little  positive  value  in 
creating  a  more  orderly  and  efficient  city. 
Once  again  we  have  the  disappointing 
result  of  an  increase  in  regulation  involv- 
ing a  complicated  form  of  control  and 
affording  only  meager  satisfaction  in  the 
results  obtained. 

I  have  cited  merely  the  principal  regu- 
lations that  govern  the  erection  of  build- 
ings. There  frequently  are,  in  addition  to 
these,  state  regulations  such  as  factory 
building  codes,  school  building  codes, 
and  housing  codes  or  tenement-house  laws 
affecting  certain  classes  of  buildings. 
When  to  these  city,  county,  and  state 
regulations  are  added  the  requirements  of 
lending  institutions,  the  design  of  a  large 
project  frequently  ceases  to  be  creative 
work;  it  becomes  a  test  of  the  designer's 
ingenuity  in  devising  a  plan  that  will 
pass  over  all  these  hurdles  and  still  retain 
enough  profit  incentive  to  satisfy  the 
owner  and  the  lender. 

But  this  is  by  no  means  the  end  of  the 
regulations  which  now  confront  us.  Those 
of  us  who  have  wrestled  with  the  problem 
of  rebuilding  in  slum  and  blighted  areas 
have  realized  for  a  long  time  that  it 
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would  not  be  desirable  to  build  new 
buildings  in  such  areas  in  accordance 
with  existing  land-ownership  patterns.  It 
is  readily  apparent  that  a  sane  solution 
must  be  based  on  careful  planning  and 
the  wholesale  redevelopment  of  entire 
neighborhoods.  Even  the  most  conserva- 
tive real-estate  and  banking  interests  have 
progressed  far  enough  to  admit  the  truth 
of  this  fact.  But  how  can  we  redevelop 
entire  neighborhoods  within  the  frame- 
work of  a  multitude  of  conflicting  property 
interests?  It  is  obviously  an  impossible 
task.  Even  if  an  incredibly  honest  and 
able  promoter  succeeded  in  convincing 
90  per  cent  of  the  property  owners,  there 
would  always  remain  a  few  owners  who 
would  refuse  to  participate  in  any  scheme 
for  reconstruction  or  to  sell  their  land 
at  a  reasonable  price.  Furthermore,  an 
appreciable  percentage  of  such  property 
is  controlled  by  executors  of  estates,  many 
of  whom  are  allowed  to  sell  only  for  cash 
and  some  of  whom  are  not  allowed  to 
sell  the  property  at  any  price.  We  should 
not  be  surprised,  therefore,  to  find  that 
our  realtors  have  refused  to  undertake 
the  thankless  task  of  urban  redevelop- 
ment under  present  conditions. 

In  order  to  facilitate  the  assemblage 
of  land  under  one  ownership  for  rede- 
velopment purposes,  New  York  State  in 
1941  adopted  the  first  of  the  urban 
redevelopment  laws.  This  1941  act  pro- 
vides that  condemnation  may  be  exer- 
cised either  by  a  private  redevelopment 
corporation  or  by  the  city  for  a  corpo- 
ration; it  stipulates,  however,  that,  as  a 
prerequisite  to  institution  of  condemna- 
tion proceedings,  the  corporation  must 
have  acquired  a  majority  control  of  the 
property  within  the  area  to  be  developed. 
The  act  provides  a  limited  form  of  tax 
exemption;  increments  of  value  due  to 
assembly,  replanning,  and  reconstruction 
of  the  development  area  may  be  exempted 
from  local  taxation  up  to  a  maximum 
period  of  ten  years.  In  effect,  therefore, 
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the  new  development,  which  would  usu- 
ally consist  of  modern  twelve-story  build- 
ings, would  be  taxed  for  the  first  ten 
years  on  the  basis  of  the  same  assessment 
as  the  slums  which  it  replaces.  There  is 
no  limitation  of  dividends  except  that, 
during  the  period  of  partial  tax  exemp- 
tion, disbursements  to  cover  all  interest 
and  dividends  may  not  exceed  5  per  cent 
of  development  cost. 

The  New  York  act  was  amended  in 
1942.  The  1942  act  offers  inducements 
to  life-insurance  companies  to  make  direct 
investment  in  large-scale  housing  projects 
in  blighted  areas;  the  partial  tax-exemp- 
tion period  is  increased  from  ten  to 
twenty-five  years;  the  right  of  condemna- 
tion is  made  available  up  to  100  per  cent 
of  the  needed  property  and  is  to  be  exer- 
cised by  the  municipality  for  the  rede- 
velopment company.  On  the  other  hand, 
there  is  a  permanent  limitation  of  in- 
come; mortgage  and  bond  interest  may 
not  exceed  5  per  cent  and  holders  of 
stock  and  income  debentures  may  not 
receive  more  than  6  per  cent. 

Since  then,  similar  legislation  has  been 
passed  in  New  Jersey,  Wisconsin,  Mis- 
souri, Maryland,  Kansas,  Michigan,  Ken- 
tucky, and  Illinois  and  is  pending  in 
several  other  states  and  in  the  District  of 
Columbia.  It  is  quite  evident  that  there 
is  general  recognition  that  something 
must  be  done  about  the  reconstruction  of 
blighted  areas.  So  we  hasten  to  adopt 
another  partial  remedy  that  will  add  to 
the  confusion  in  which  we  find  ourselves 
without  making  any  great  practical  con- 
tribution to  the  problem  of  reconstructing 
our  cities.  For  most  of  these  laws  leave  to 
private  enterprise  the  initiative  for  choos- 
ing areas  for  redevelopment.  Having  built 
our  cities  in  haphazard  fashion,  we  now 
propose  to  rebuild  them  in  haphazard 
fashion.  The  present  urban  redevelopment 
laws,  by  encouraging  private  initiative 
in  the  selection  of  sites,  will  automati- 
cally result  in  a  search  by  the  private 


developers  for  the  sites  which  can  be 
most  readily  financed,  leaving  the  real 
headaches  for  later  years.  Furthermore, 
the  planning  commissions  will  be  con- 
fronted with  the  necessity  of  piecemeal 
planning.  They  will  be  under  strong  com- 
pulsion to  accept  unsatisfactory  compro- 
mises in  planning  in  order  to  escape  the 
accusation  of  needlessly  delaying  strongly 
sponsored  projects.  It  is  significant  that 
the  first  project  that  will  be  built  under 
the  New  York  law,  Stuyvesant  Town,  is 
already  the  subject  of  a  great  deal  of 
adverse  criticism  on  the  part  of  many 
architects  and  city-planners. 

The  present  type  of  urban  redevelop- 
ment laws  will  present  as  many  adminis- 
trative difficulties  as  a  genuine  solution 
of  the  problem.  But  the  results  obtained 
will  not  justify  all  the  bother.  Once  more 
the  mountain  has  labored  and  brought 
forth  a  mouse.  Inadequate  as  they  are 
from  a  practical  point  of  view,  however, 
these  laws  do  make  a  psychological  con- 
tribution to  city  planning;  they  constitute 
one  more  illustration  of  the  way  in  which 
the  rights  of  private  property  in  land  are 
being  continuously  restricted  and  con- 
trolled in  the  effort  to  solve  our  municipal 
problems.  By  means  of  suitable  amend- 
ments these  laws  can  be  converted  into  a 
most  effective  instrument  for  urban  land 
control. 

The  regulations  and  legal  devices  that 
I  have  described  above  have  one  charac- 
teristic in  common — they  are  all  based 
on  the  assumption  that  there  should  be 
no  interference  with  the  functioning  of 
uncontrolled  private  enterprise  unless 
abuses  arise  that  are  considered  to  be 
intolerable.  After  abuses  have  been  clearly 
recognized  we  devise  regulations  to  re- 
strain developers  of  new  projects  or  to 
restrict  the  antisocial  rights  of  property 
owners.  But  the  regulations  are,  of  neces- 
sity, adopted  after  most  of  the  damage 
has  been  done.  The  restraints  imposed 
on  property  owners  and  developers  are 

30] 


Planning  versus  Drifting 


doubly  irritating  because  they  are  inade- 
quate. Because  of  this  inadequacy,  addi- 
tional regulations  are  devised  from,  time 
to  time.  Almost  all  these  regulations  are 
of  a  negative  nature;  we  are  confronted 
with  an  ever-increasing  list  of  don'ts. 
Is  this  process  to  go  on  indefinitely? 

I  believe  that  our  best  hope  of  arresting 
and  reversing  this  trend  toward  regula- 
tion lies  in  a  clear  realization  of  the 
limitations  as  well  as  of  the  advantages  of 
our  system  of  private  enterprise.  We  have 
scarcely  begun  to  explore  the  possibilities 
of  a  partnership  between  government  and 
private  business.1  In  the  chapters  that 
follow  I  shall  attempt  to  suggest  one 
form  which  such  a  partnership  might 
take  in  the  field  of  urban  reconstruction. 
If  we  think  of  government  as  the  partner 
rather  than  as  the  policeman  of  business, 
we  shall  be  able  to  devise  a  procedure 
that  relies  more  on  incentive  than  it  does 
on  compulsion.  These  incentives  will 
stimulate  the  best  qualities  of  private 
business  instead  of  restraining  it  by  end- 
less regulations.  The  task  will  not  be 
easy.  Is  that  a  sufficient  reason  for  not 
attempting  it? 

In  one  of  his  ill-tempered  blasts  at 
"long-haired  planners,"  Robert  Moses, 
Commissioner  of  Parks  of  New  York  City, 
says  that  "in  municipal  planning  we  must 
decide  between  revolution  and  common 
sense — between  the  subsidized  lamas  in 
their  remote  mountain  temples  and  those 
who  work  in  the  market  place."  I  am 
willing  to  recognize  Mr.  Moses'  practical 
achievements,  but  I  am  not  impressed  by 
his  diatribes  against  planning.  For  the 

1  It  is  noteworthy  that  the  FHA  (Federal  Housing 
Administration)  has  been  one  of  the  most  popular 
measures  instituted  by  the  New  Deal  and  that  it  has 
met  with  approval  on  the  part  of  both  Republicans 
and  Democrats.  The  FHA  is  an  illustration  of  one 
form  of  partnership  between  government  and  busi- 
ness. It  has  made  possible,  for  the  first  time,  a  lending 
procedure  which  encourages  better  standards  of  con- 
struction and  design  and  provides  positive  induce- 
ments instead  of  negative  forms  of  control. 


past  twenty-five  years  I  have  been  inti- 
mately acquainted  with  the  problems  of 
building  design  and  finance.  I  can, 
therefore,  qualify  as  one  of  "those  who 
work  in  the  market  place."  It  is  precisely 
because  I  am  so  well  aware  of  the  pitiful 
inadequacy  of  all  our  so-called  "practical 
measures"  that  I  have  undertaken  the 
task  of  writing  this  book.  The  issue  in 
municipal  planning  is  not  that  of  revolu- 
tion versus  common  sense;  it  is  that  of 
planning  versus  drifting.  I  am  willing  to 
concede  that  Mr.  Moses  may  be  right 
if  we  are  satisfied  to  continue  drifting — 
making,  from  time  to  time,  "practical" 
compromises  that  give  us  the  illusion 
that  we  are  solving  our  problems.  It  is 
at  least  debatable,  however,  that  this 
policy  may  bring  about  such  economic 
maladjustments  that  we  shall  presently 
find  ourselves  drifting  into  a  revolution. 
I  am  sure  that  many  Americans  will  not 
be  satisfied  with  such  a  defeatist  solution. 
I,  for  one,  am  not.  I  am  getting  a  little 
tired  of  trying  to  span  a  40-foot  stream 
with  20-foot  timbers  used  as  simple  beams. 
I  suggest  that  we  use  those  timbers  in  the 
form  of  a  truss  and  there  will  be  no  diffi- 
culty about  getting  across  the  stream. 
This  involves  a  little  planning  and  a  little 
teamwork;  perhaps  I  might  even  say, 
without  annoying  the  overcautious  non- 
planners  too  much,  that  it  involves  inte- 
grated planning. 

If  I  may  pursue  this  metaphor  just  a 
step  further,  I  will  state  that  the  purpose 
of  this  book  is  to  suggest  an  integrated 
plan  for  urban  reconstruction  which  may 
be  likened  to  a  simple  form  of  truss.  This 
metaphorical  truss  makes  use  of-  many 
timbers  which  are  already  available  to  us 
in  the  form  of  existing  laws  and  business 
practices.  With  a  moderate  amount  of 
trimming  and  shaping  of  these  timbers,  a 
structure  will  be  designed  that  will  per- 
mit us  to  reach  our  objective.  This  struc- 
ture cannot  be  judged  on  the  basis  of  its 
individual  elements,  however,  but  must 
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be  considered  as  a  whole.  The  details, 
which  may  be  likened  to  the  connections 
of  the  truss  members,  may  be  important 
but  they  can  be  readily  solved  when 
agreement  has  been  reached  concerning 
the  general  design. 

It  will  be  difficult  to  secure  agreement 
concerning  a  coordinated  program  of  ac- 
tion in  which  the  various  steps  taken 
supplement  and  reinforce  each  other.  Our 
ability  to  do  so,  however,  may  be  the 
difference  between  preserving  and  losing 


both  our  democratic  form  of  govern- 
ment and  our  system  of  private  enterprise. 
Many  of  our  captains  of  industry  are  now 
ready  to  admit  that  if  they  are  unable  to 
maintain  reasonably  full  employment  the 
trend  towards  socialization  will  be  irre- 
sistible. Must  we  wait  until  we  are  driven 
by  circumstances,  or  shall  we  make  the 
attempt  to  plan  consciously  for  a  civiliza- 
tion that  will  retain  the  best  features  of 
our  present  system  by  adapting  it  to 
present-day  requirements? 
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Chapter  5 

The  Gordian  Knot 


A  CCORDING  to  an  ancient  legend,  an 
/\  oracle  had  declared  that  whoever 
•*-  J^  succeeded  in  untying  a  strange 
and  peculiar  knot  in  the  village  of  Gor- 
dium  would  succeed  in  conquering  all 
Asia.  We  all  remember  how  Alexander 
solved  the  problem:  he  did  not  bother  to 
untie  the  knot  but  cut  it  through  with 
his  sword.  The  control  and  ownership 
of  urban  land  is  the  Gordian  knot  of  city 
planning,  and  the  manner  in  which  we 
solve  this  problem  will  determine  the 
success  or  failure  of  our  efforts.  The  dif- 
ficulties of  devising  an  effective  solution 
for  urban  reconstruction  within  the  frame- 
work of  private  land  ownership  are  so 
great  that  the  town  planner  is  apt  to  give 
up  in  despair;  at  best,  he  tends  to  become 
reconciled  to  a  series  of  inadequate  com- 
promises. On  the  other  hand,  the  Ameri- 
can public  is  not  prepared  to  accept  the 
idea  of  municipal  ownership  of  all  urban 
land.  Can  this  dilemma  be  solved?  Or 
must  we  choose  between  cutting  the  Gor- 
dian knot  of  private  land  ownership  and 
abandoning  the  idea  of  effective  city 
planning? 

If  we  are  satisfied  to  rebuild  our  towns 
substantially  in  accordance  with  their 
present  plan,  merely  substituting  new 
buildings  for  old  ones  and  widening  or 
closing  a  street  here  and  there,  we  may 
be  able  to  do  so  on  the  basis  of  the  private 
ownership  of  land.  But  is  it  worth  while 
to  do  the  job  in  this  fashion?  Once  we 
realize  that  the  rebuilding  of  our  cities 
is  not  only  possible  but  economically  de- 
sirable, we  shall  want  to  reconstruct  them 
on  the  basis  of  a  plan  suited  to  our  mod- 
ern needs.  If,  however,  we  do  a  genuine 


job  of  replanning,  as  distinguished  from 
mere  patchwork,  we  shall  set  in  motion 
forces  which  will  profoundly  alter  land 
values  in  the  entire  metropolitan  urban 
area.  We  shall  find  that  land  in  some 
sections  will  be  vastly  increased  in  value 
because  of  changes  in  the  city  plan  and 
that  land  values  in  other  areas  will  be 
correspondingly  decreased.  The  planning 
commission  will  be  alarmed  at  this  dis- 
turbance of  property  relationships  and 
will  not  dare  to  undertake  substantial 
changes,  no  matter  how  desirable  they 
may  be.  It  will  be  compelled  to  work 
secretively,  even  when  it  is  considering 
compromise  solutions,  for  fear  of  arousing 
the  antagonism  or  the  cupidity  of  power- 
ful interests.  Under  our  present  methods 
it  is  inevitable  that  the  property  owners 
will  react  to  any  specific  plan  entirely  on 
the  basis  of  the  effect  it  will  have  on  their 
property — and  they  can  scarcely  be 
blamed  for  doing  so.  If  we  want  to  do 
a  real  job  of  city  planning  we  must  devise 
a  method  that  will  afford  the  possibility 
of  full  public  discussion  and  yet  be  fair  to 
the  interests  of  all  concerned. 

We  have  seen  in  the  preceding  chapter 
that  the  earlier  forms  of  land  control — 
subdivision,  building,  and  zoning  regula- 
tions— were  applied  after  our  cities  had 
attained  their  essential  growth.  These 
regulations  will  not  provide  much  help 
in  planning  the  new  city.  We  shall  find 
a  much  more  effective  instrument  in  the 
urban  redevelopment  laws,  provided  that 
we  fully  realize  their  implications.  Sev- 
eral of  these  state  laws  require  that  the 
condemnation  of  private  property  in 
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blighted  areas  for  redevelopment  pur- 
poses shall  be  carried  out  by  the  munici- 
pality and  that  the  land  thus  acquired 
may  be  leased  or  sold  to  private  developers. 
Let  us  examine  the  implications  of  these 
two  alternatives:  to  lease  or  to  sell. 

It  will  be  found  that,  except  in  rare 
instances,  it  is  impossible  to  sell  or  lease 
this  land  on  a  basis  that  will  equal  the 
cost  of  acquisition.  A  considerable  sub- 
sidy will  be  required  in  order  to  write 
off  the  excessive  valuation  of  the  present 
land  and  buildings.  The  form  of  the 
subsidy  is,  for  present  purposes,  irrele- 
vant; the  present  land  values  cannot  be 
recapitalized  by  private  enterprise  and 
the  public  will  be  required  to  foot  the  bill 
in  one  form  or  another.  It  is  bad  enough 
that  the  public  should  be  required  to 
incur  this  cost  once.  It  will  be  absurd  if 
we  undertake  to  repeat  all  the  mistakes 
of  the  past  by  permitting  the  municipality 
to  sell  the  land.  There  is  no  excuse  for 
going  through  the  whole  painful  process 
every  forty  or  fifty  years.  If  we  think 
this  question  through  logically  we  shall 
inevitably  reach  the  conclusion  that  once 
property  has  been  assembled  by  the  city 
it  should  be  leased  and  not  sold. 

Almost  every  neighborhood  will  be- 
come blighted  in  the  course  of  time,  for 
blight  is,  generally  speaking,  a  function 
of  the  age  of  a  neighborhood.  Sooner  or 
later,  therefore,  we  may  assume  that  the 
time  will  come  when  we  must  assemble 
property  for  redevelopment  through  all 
sections  of  the  city.  Since  none  of  the 
property  acquired  by  the  city  is  to  be  sold, 
the  time  will  come  when  the  municipality 
does,  in  fact,  own  substantially  all  the 
land  in  the  city.  Even  if  we  assume  that 
certain  neighborhoods  will  be  so  care- 
fully maintained  that  they  never  will 
become  blighted,  we  may  permit  these 
islands  of  land  to  remain  permanently 
under  private  ownership  without  invali- 
dating the  general  conclusions  reached 
in  this  chapter.  When,  as  the  result  of 
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this  gradual  process,  most  of  the  urban 
land  is  owned  by  the  city,  it  will  at  last 
be  possible  to  do  real  city  planning.  Let 
us  by  no  means  underrate  what  that 
would  mean  to  our  children  or  our  grand- 
children in  case  we  are  unable  to  proceed 
any  further  within  our  own  generation. 
We  forget  too  easily  that  the  life  of  the 
city  goes  on  long  after  our  own  has  ended, 
and  we  disdain  the  value  of  methods  that 
are  not  immediately  productive.  How- 
ever, we  can  take  several  additional  steps 
in  the  immediate  future  if  we  have  the 
patience  and  the  will  to  do  so. 

A  policy  of  urban  redevelopment  based 
on  the  leasing  of  municipally  acquired 
land  will  lead  to  substantially  complete 
municipal  land  ownership.  What  is  to 
prevent  our  city  planners  from  acting 
now  on  this  assumption?  By  doing  so 
they  might  be  able  to  secure  the  advan- 
tages of  municipal  land  ownership 
without  arousing  the  antagonism  that 
immediate  acquisition  would  provoke — to 
say  nothing  of  the  cost.  The  city  planner 
will  begin  to  think  more  about  increasing 
the  value  of  the  city  to  all  the  residents 
and  will  become  less  fearful  concerning 
the  effect  of  his  proposals  on  the  value  of 
individual  properties.  In  all  likelihood 
we  shall  find  that  the  new  plan  does  not 
materially  affect  the  relative  value  of  the 
great  bulk  of  property.  Certain  strategi- 
cally located  areas  will,  of  course,  be  af- 
fected, but  the  increased  value  of  the 
areas  that  are  favored  by  the  new  plan 
will  be  at  least  equal  to  the  decrease  in 
value  of  the  adversely  affected  property. 
If  we  wish  to  proceed  logically  we  shall 
not  prevent  the  city  from  making  worth- 
while improvements  because  of  the  effect 
on  private  property.  On  the  other  hand 
there  is  no  reason  why  some  property 
owners  should  receive  a  windfall  while 
others  find  that  their  property  has  mate- 
rially depreciated  in  value.  To  state  the 
problem  is  to  suggest  the  answer — our 
condemnation  laws  should  be  amended 
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so  that  the  fair  market  value  of  the  prop- 
erty, for  condemnation  purposes  only,  will 
be  determined  as  of  the  date  on  which 
legislation  implementing  the  reconstruc- 
tion program  is  adopted. 

In  view  of  the  length  of  time  that  may 
elapse  before  the  property  is  actually 
needed  for  redevelopment,  it  will  be  rea- 
sonable to  provide  suitable  clauses  in 
the  condemnation  law  which  would  give 
due  weight  to  depreciation  of  existing 
improvements  and  to  fluctuations  in  the 
purchasing  value  of  the  dollar.  In  order 
to  avoid  hardship  in  cases  where  there  is 
a  depreciation  in  land  value,  the  owner 
might  also  be  given  the  right  to  request 
condemnation  in  advance  of  the  actual 
need  for  redevelopment.  Under  this  ar- 
rangement there  is,  of  course,  no  reason 
why  properties  cannot  continue  to  be 
sold  and  exchanged  by  private  owners 
up  until  the  time  when  condemnation 
actually  takes  place.  All  sales  and  ex- 
changes will  be  based  on  the  knowledge 
that  the  city  has  the  right  to  acquire  the 
land  on  the  basis  of  prereconstruction 
valuations.  The  value  of  most  land  will 
scarcely  be  affected  by  the  new  plan; 
where  there  are  increases  or  decreases  in 
valuation  everyone  is  on  notice  and  the 
interests  of  all  are  adequately  protected. 

The  freezing  of  property  values  for 
condemnation  purposes  prior  to  city  re- 
construction is  a  less  drastic  step  than 
some  that  we  have  previously  taken  with 
respect  to  the  control  of  urban  property. 
Zoning,  for  instance,  while  depriving  the 
owner  of  the  right  of  erecting  many  kinds 
of  buildings,  may  sometimes  confer  a 
monopoly  advantage  on  property  owners 
who  erected  these  restricted  buildings 
prior  to  enactment  of  the  law.  Similarly, 
even  building  regulations  frequently  give 
an  economic  advantage  to  buildings 
erected  prior  to  drastic  changes  in  the 
code.  The  changes  in  condemnation  pro- 
cedure that  I  have  suggested,  on  the 
other  hand,  would  be  equitable  to  the 
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city  as  purchaser  and  to  the  property 
owners  as  sellers  and  would  apply  equally 
to  all  property  owners.  These  changes 
would,  moreover,  be  clearly  in  the  general 
interest  of  all  the  citizens  since  they  would 
permit  the  realization  of  a  better  city 
plan.  It  should  be  entirely  possible,  there- 
fore, to  devise  suitable  legislation  within 
existing  constitutional  limitations  based 
on  the  public-welfare  clause. 

The  predilection  that  city  dwellers  still 
have  for  the  ownership  of  land  is  no 
longer  based  on  economic  necessity.  On 
the  contrary,  many  a  worker  has  found 
to  his  sorrow  that  the  ownership  of  a 
home  has  acted  as  a  millstone  around  his 
neck  by  depriving  him  of  the  mobility 
required  to  meet  the  vicissitudes  of  em- 
ployment. Even  those  of  us  who  have 
deep  roots  in  a  community  should  be 
able  to  live  contentedly  without  owning 
the  land  under  our  houses.  We  would 
continue  to  own  the  houses  but  we  would 
pay  an  annual  ground  rent  for  the  use 
of  the  land.  In  some  of  our  Eastern  cities, 
ground  rents  based  on  ninety-nine-year 
leases  are  quite  common.  Would  it  not 
be  just  as  simple  for  the  homeowner  to 
pay  a  ground  rent  to  the  city  as  it  is  to 
pay  it  to  a  private  landowner?  Many  of 
my  friends  in  the  real-estate  business  be- 
lieve that  houses  built  on  leased  land 
would  be  difficult  to  sell  and  they  are 
quite  insistent  that  the  city,  under  the 
urban  redevelopment  laws,  should  be 
allowed  to  sell  the  land  it  has  acquired. 

I  believe  it  is  undesirable  for  the  city 
to  sell  any  of  the  land  that  it  has  acquired 
for  redevelopment.  There  is  a  practical 
compromise,  however,  which  would  re- 
tain most  of  the  advantages  of  leases  and 
still  satisfy  the  sentimental  attachment 
to  the  idea  of  land  ownership  that  many 
homeowners  have:  the  city  could  be 
allowed  to  sell  the  property  in  those  cases, 
and  only  in  those  cases,  where  the  redevelop- 
ment took  the  form  of  individually  owned 
homes  costing  not  more  than  six  times 
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the  amount  paid  to  the  city  for  the  land. 
For  a  considerable  time  to  come,  most  of 
the  residential  land  that  is  ready  for 
redevelopment  is  so  located  that  it  will 
be  most  suitable  for  use  as  rental  housing. 
Rental  housing  projects  can  be  built  on 
leased  land  without  creating  objections 
based  on  sentiment.  Some  resistance  may 
be  encountered  on  the  part  of  financial 
institutions,  but  this  should  not  be  too 
difficult  to  overcome;  at  most  we  may 
have  to  provide  some  inducement.  As 
we  shall  see  in  a  later  chapter,  many 
mortgage  companies  were  reluctant  to 
accept  FHA-insured  mortgages  when 
these  were  first  made  available.  Now 
FHA  mortgages  are  so  popular  that  they 
frequently  command  a  premium.  If  the 
municipally  acquired  land  were  sold  only 
in  the  case  of  developments  for  indi- 
vidually owned  homes,  therefore,  the 
result  would  be  as  follows:  No  serious 
handicap  would  be  placed  on  the  financ- 
ing and  promotion  of  rental  housing 
projects  and  the  area  of  land  sold  would 
probably  be  relatively  small  during  the 
early  stages  of  reconstruction.  Further- 
more, by  restricting  the  value  of  the 
houses  to  six  times  the  value  of  the  land, 
some  limitation  would  be  placed  on  the 
cost  of  acquiring  this  land  for  the  second 
redevelopment  stage  when  this  became 
necessary.  The  really  expensive  improve- 
ments, which  seriously  interfere  with  the 
desirable  development  of  the  city,  are 
multistory  apartment  houses,  commer- 
cial, industrial,  and  institutional  build- 
ings. In  no  case  should  municipally 
acquired  land  be  sold  for  any  of  these 
purposes. 

The  customary  term  for  ground  leases 
has  been  ninety-nine  years.  This  custom 
is  an  ancient  one,  based  on  a  much  slower 
rate  of  obsolescence  than  that  which  pre- 
vails today.  Within  a  period  of  ninety- 
nine  years  we  should  expect  to  find  that 
the  original  buildings  had  been  demol- 
ished and  replaced  by  new  ones  and  that 
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these,  in  turn,  had  been  demolished  and 
replaced  by  a  third  series.  If  we  propose 
to  devise  a  system  whereby  the  city  regu- 
larly renews  itself,  the  length  of  the  lease 
should  be  more  nearly  related  to  the 
expected  useful  life  of  the  improvements. 
Under  present  conditions  a  fifty-year  lease 
would  appear  to  be  satisfactory  for  rental 
housing  developments  and  would  proba- 
bly be  reasonable  for  most  other  purposes. 
The  important  thing  to  bear  in  mind  is 
that  a  certain  pattern  is  to  be  frozen  for 
a  predetermined  period  and  that  all  prop- 
erty within  a  neighborhood  may  safely 
be  developed  on  this  basis.  When  it  is 
time  for  a  second  reconstruction  it  should 
be  possible  to  undertake  it  with  a  mini- 
mum of  disturbance  to  the  then  existing 
property  interests.  It  is  quite  likely  that, 
long  before  that  time  comes,  the  average 
homeowner  will  realize  the  advantages 
that  accrue  to  him  as  property  owner 
and  as  citizen  from  this  continuous  re- 
newal of  the  city. 

The  present  crop  of  urban  redevelop- 
ment laws  has  resulted  from  our  habit 
of  drifting.  Conditions  in  our  cities  have 
become  so  intolerable  that  even  conserva- 
tive bankers  and  realtors  realize  that 
something  must  be  done.  A  substantial 
part  of  the  pressure  for  these  laws  now 
comes  from  real-estate  groups,  among 
which  the  Urban  Land  Institute  is  most 
active.  But  this  legislation  has  been  de- 
vised to  overcome  only  the  most  obvious 
difficulties  and  even  these  are  not  clearly 
recognized;  the  inducements  offered  to 
private  enterprise  leave  much  to  be  de- 
sired with  respect  both  to  their  incidence 
and  their  sufficiency.  Nevertheless,  a  sub- 
stantial step  forward  has  been  taken  in 
creating  a  new  mental  attitude,  which 
gives  much  promise  for  the  future.  We 
will  now  be  enabled  to  develop  an  urban 
land-use  program  that  will  meet  the  needs 
of  true  city  planning  and  yet  be  accept- 
able to  the  practical  requirements  of 
realtors  and  financial  interests.  If  we  sum- 
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marize  the  suggestions  that  have  been 
made  in  this  chapter  we  find  that  the 
essential  elements  of  such  a  program  are: 

1.  Continued  adoption  of  urban  redevelop- 

ment laws  by  the  various  states  and 
amendment  of  existing  laws  to  contain 
the  following  provisions: 

2.  Redevelopment  shall  not  be  undertaken 

in  a  haphazard,  piecemeal  fashion  but 
shall  be  done  on  the  basis  of  a  master 
plan  for  the  entire  city. 

3.  In  order  to  facilitate  the  execution  of  such 

a  plan,  the  municipal  authorities  will 
determine  the  areas  to  be  redeveloped 
and  the  order  in  which  they  shall  be 
reconstructed. 

4.  The  assemblage  of  land  for  redevelop-; 

ment  will  be  undertaken  by  the  city  or 
a  municipal  reality  corporation  acting 
on  behalf  of  the  various  municipal  corpo- 
rate units  within  a  metropolitan  urban 
region. 

5.  The  land  thus  acquired  by  the  munici- 

pality will  be  leased  to  private  develop- 
ers. It  may  be  sold  only  in  the  case  of 
projects  consisting  entirely  of  individual 
houses  for  sale. 

6.  When  such  land  is  leased,  the  term  of  the 

lease  shall  not  exceed  fifty  years. 

7.  In  order  to  permit  adequate  city  planning 

without  unnecessary  disturbance  of  ex- 
isting property  relationships,  the  con- 
demnation laws  shall  be  modified  as 
follows:  The  price  paid  by  the  city  for 
land  and  existing  improvements  shall  be 
based  on  the  fair  market  value  of  such 
land  and  improvements  as  of  the  date 
the  legislation  implementing  a  general 
urban  reconstruction  program  is  ap- 
proved. 

8.  In  view  of  the  time  that  may  elapse  be- 

tween condemnation  of  individual  prop- 
erties and  the  start  of  reconstruction, 
valuations  may  be  made  in  advance  of 
actual  acquisition  by  the  municipalities; 
in  any  event,  due  allowance  shall  be 
made  for  fluctuations  in  the  purchasing 
value  of  the  dollar  as  well  as  for  depre- 
ciation of  improvements. 

The  above  program  for  the  control  and 
use  of  urban  land  would  permit  effective 


city  planning  and  yet  would  be  fair  to 
the  property  owners.  I  do  not  wish  to 
present  it  in  any  dogmatic  spirit  and 
have  enumerated  the  various  clauses 
merely  for  the  sake  of  brevity  and  clarity. 
I  have  thought  it  important  to  suggest  at 
least  one  procedure  that  does  not  do  too 
much  violence  to  our  present  ideas  and 
prejudices  concerning  land  ownership  and 
yet  will  permit  us  to  achieve  results  of 
which  we  shall  be  proud.  Unless  we  feel 
this  sense  of  pride  in  the  consciousness  of 
a  task  well  done,  we  shall  lose  most  of  the 
spiritual  and  many  of  the  material  ad- 
vantages of  rebuilding  our  cities.  If  we 
find  that  the  best  we  can  do  is  to  rebuild 
them  in  their  present  dreary  pattern,  we 
will  not  take  the  trouble  to  do  it  at  all. 
I  shall  now  list  some  of  the  more  obvi- 
ous objections  that  may  be  made  to  the 
program  I  have  suggested: 

1.  No  provision  is  made  for  absorbing  the 

difference  between  the  cost  of  acquiring 
the  land  and  the  value  that  it  will  have 
for  redevelopment  purposes. 

2.  How  can  we  do  effective  city  planning 

when  we  are  confronted  with  several 
municipal  jurisdictions  within  a  single 
metropolitan  urban  region? 

3.  How  can   private  enterprise   build  new 

housing  at  economic  rentals  even  though 
the  ground  rents  are  moderate? 

4.  How  can  we  safely  entrust  the  manage- 

ment of  the  acquisition  and  leasing  of 
land  to  our  municipalities,  many  of 
which  have  had  notoriously  corrupt 
administrations? 

5.  This  program  will  involve  a  vast  extension 

of  municipal  bureaucracy. 

I  shall  not  attempt  to  answer  all  these 
objections  in  the  course  of  this  chapter. 
Suffice  it  to  say  that  I  have  had  them 
constantly  in  mind  but  have  avoided  dis- 
cussing them  at  this  time  in  order  to 
simplify  presentation.  Items  1  to  4  will 
be  considered  in  detail  in  subsequent 
chapters.  For  the  present  I  shall  have  to 
ask  the  reader  to  assume  that  these  prob- 


[37 


New  Cities  for  Old 


lems  can  be  solved.  Here  is  a  clear  instance 
of  the  type  of  difficulty  I  cited  in  the 
previous  chapter.  We  must  learn  to  de- 
velop a  comprehensive  program  of  action 
based  on  a  series  of  related  measures 
that  supplement  and  reinforce  each  other. 
The  validity  of  the  solution  I  have  pre- 
sented for  the  problem  of  urban  land  use 
will,  therefore,  depend  largely  on  the 
validity  of  the  proposals  advanced  in 
subsequent  chapters.  In  the  meantime 
it  may  be  well  to  dispose  of  item  5  in  the 
list  of  objections. 

Certainly  the  program  that  I  have 
suggested  will  involve  some  new  forms 
of  control  and  may,  therefore,  be  said 
to  result  in  an  extension  of  municipal 
bureaucracy.  This  might  well  be  the  case 
if  we  superimpose  the  new  controls  upon 
our  existing  laws  and  regulations.  There 
is  no  reason  why  we  should  do  so,  how- 
ever, and  very  good  reasons  why  we  may 
abolish  a  substantial  part  of  our  present 
regulations  when  we  undertake  to  build 
projects  on  land  leased  from  the  munici- 
pality. Our  present  building  and  zoning 
regulations  are  exceedingly  complicated 
and  irritating  because  they  undertake 
to  tell  us  what  we  may  not  do.  It  fre- 
quently happens  that  a  better  plan  or  a 
simpler  and  cheaper  and  equally  effective 
method  of  construction  is  prohibited 
simply  because  the  code  writer  had  to 
think  in  terms  of  restrictive  regulations:  he 
could  not  always  foresee  what  the  result 
of  these  regulations  might  be  in  actual 


practice.  Furthermore,  these  restrictions 
were  seldom  devised  for  the  purpose  of 
encouraging  good  buildings;  they  were 
intended  merely  to  prohibit  unsatisfac- 
tory conditions.  Once  we  proceed  on  the 
basis  of  land  owned  by  the  municipality 
and  leased  for  private  development,  how- 
ever, we  can  substantially  alter  the  form 
of  control.  The  lease  will  be  made  on  the 
basis  of  compliance  with  a  definite  use 
for  the  land;  positive  requirements  may 
be  made  because  the  prospective  lessee 
is  free  to  determine  for  himself  the  land 
rent  he  is  willing  to  pay  under  the  con- 
ditions established  by  the  municipal 
authority. 

I  do  not  wish  to  burden  the  reader 
with  the  detailed  methods  that  would 
be  involved  in  this  new  approach  to  the 
municipal  control  of  land  use.  The  archi- 
tect will  readily  appreciate,  without  ex- 
planation, the  advantages  that  will  accrue 
from  this  new  approach.  When  we  are 
able  to  think  of  city  planning  as  a  col- 
laborative enterprise  which  will  call  forth 
the  best  efforts  of  the  city  planner,  the 
developer,  and  the  architect,  we  shall 
find  that,  with  respect  to  the  land  ac- 
quired by  the  municipality,  many  of  the 
regulations  adopted  to  curb  the  evils  re- 
sulting from  the  unrestricted  private  use 
of  property  can  be  abolished.  There  will 
be  a  great  release  from  restrictions  that 
hamper  good  design  and  we  will  have 
vastly  broadened  the  scope  for  ingenuity 
and  initiative. 
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ANEW  building  has  just  been  com- 
pleted. It  may  be  the  last  word  in 
construction,  design,  and  equip- 
ment. It  may  be  the  pride  and  joy  of 
owner,  architect,  and  builder.  The  day 
will  come,  however,  when  it  will  have 
outlived  its  usefulness,  when  it  will  be 
merely  a  stumbling  block  in  the  path  of 
progress,  when  it  will  be  fit  only  to  be 
torn  down.  This  is  so  obviously  true  that 
it  should  scarcely  be  necessary  to  repeat 
the  statement  again  and  again.  We  must, 
unfortunately,  be  repetitious  to  the  point 
of  boredom  because,  although  we  have 
ample  evidence  of  the  obsolescence  of 
buildings  erected  in  the  past,  we  seem 
to  lack  the  imagination  to  visualize  the 
effects  of  age  on  the  building  that  has 
just  been  erected.  In  any  event  it  is  a 
problem  that  we  have,  so  far,  refused  to 
consider  realistically. 

In  spite  of  the  progress  made  in  the 
recent  past,  we  continually  underestimate 
the  improvements  that  will  be  made  in 
the  future.  An  article  in  Putnam's  Monthly 
for  March,  1854,  described  the  houses 
then  being  built  in  New  York  City  as 
follows: 

The  improved  methods  of  lighting  and 
warming  houses,  and  the  use  of  Croton 
water,  together  with  the  general  system 
of  drainage  now  almost  universally 
adopted,  have  led  to  a  great  economy  of 
space  in  the  construction  of  city  dwell- 
ings, and  it  seems  hardly  possible  that  any- 
thing more  compact,  cozy,  comfortable,  and 
elegant  in  the  shape  of  a  dwelling  house  will 
ever  be  invented,  than  the  first  class  houses 
now  built  in  the  upper  part  of  the  city. 
Painted  ceilings,  gilded  cornices,  and 


floors  of  colored  marbles,  or  inlaid  with 
varicolored  woods  were  once  very  rare, 
even  in  the  houses  of  the  wealthiest  mer- 
chants; but  now  these  elegancies  are  so 
common  that  their  absence  would  be 
much  more  likely  to  excite  remark  than 
their  presence.  [Italics  the  author's.]. 

It  is  easy  to  smile  at  this  enthusiastic 
description  of  houses  which  we  now  recog- 
nize as  among  the  dreariest  that  have 
ever  been  built.  Let  us  not  forget  that  the 
best  we  can  produce  today  will  probably 
afford  similar  mirth  to  our  grandchildren. 

It  will  be  charged  that  I  have  selected 
for  comment  the  houses  of  a  particularly 
uninspired  period  of  architectural  devel- 
opment and  that  we  still  find  great  merit 
in  houses  more  than  150  years  old.  It  is 
true  that  many  of  the  buildings  that  were 
erected  prior  to  1820  are,  from  the  point 
of  view  of  design,  better  than  any  we 
have  built  since  then.  That  is  because 
they  were  suited  to  the  materials  in  gen- 
eral use  at  the  time  and  represented  the 
culmination  of  an  era  of  good  taste  and 
excellent  craftsmanship.  As  the  industrial 
revolution  progressed,  we  were  released 
from  many  of  the  restraints  imposed  by 
traditional  materials  and  methods.  This 
liberty  rapidly  developed  into  such  an 
orgy  of  bad  taste  that  designers  sought 
refuge  in  a  closer  adherence  to  tradi- 
tional styles.  There  was  a  vogue  for 
Gothic,  Romanesque,  classic,  colonial, 
French,  Italian,  and  Spanish  Renaissance, 
etc.  The  relatively  brief  duration  of  each 
of  these  revivals  was,  in  itself,  an  indica- 
tion of  its  futility.  The  more  thoughtful 
architects  have  realized  that  these  efforts 
to  ransack  the  past  were  doomed  to  fail- 
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ure  and  have  striven  to  develop  an  archi- 
tecture which  would  have  its  roots  in  the 
present.  But  even  the  best  of  modern 
architectural  design  seems  inadequate  as 
an  expression  of  our  present  civilization 
because  the  architects  have  merely  reached 
the  threshold  of  new  developments.  As 
Maxwell  Fry,  the  British  architect,  has 
said: 

If  in  his  haste  to  create  beauty  the 
architect  substitutes  some  already  recog- 
nized form  of  beauty,  if  in  fact  he  at- 
tempts to  reuse  beauty  created  through 
some  series  of  functions  that  existed  at 
some  time  past,  what  he  produces  is 
without  life,  an  artificial  flower  with  no 
sap  in  its  stalk  or  bloom  in  its  petals, 
unvisited  by  butterfly  or  bee.  .  .  .  The 
sudden  substitution  of  iron  and  steel  as 
structural  elements,  the  introduction  of 
machinery  into  building  technique  and 
into  the  fabric  of  building  itself,  accom- 
panied as  this  was  by  the  disruption  of  an 
established  society  and  the  creation  of  a 
new  plutocracy,  deprived  architecture 
of  any  contact  with  its  immediate  past, 
and  left  it  like  a  rudderless  ship  at  the 
mercy  of  every  wind  of  heaven.  The 
history  of  nineteenth  century  archi- 
tecture is  a  chart  of  the  winds  that  blew 
there  and  has  little  or  no  bearing  upon 
present  development.  The  bases  of  the 
art  were  lost  and  we  are  seeking  them 
today.  That  is  all.1 

Of  all  the  vast  amount  of  construction 
that  has  taken  place  during  the  last  120 
years,  it  is  safe  to  say  that  the  proportion 
which  is  worth  saving,  from  an  archi- 
tectural point  of  view,  is  extremely  mi- 
nute; 1  per  cent  of  the  total  would  be  a 
generous  estimate,  sufficient  to  include 
buildings  of  historical,  rather  than  artis- 
tic, interest.  We  hope  that  the  record  will 
be  better  in  the  future.  There  are  definite 
signs  which  point  to  increasing  skill  and 

1  Fine  Building,  by  Maxwell  Fry,  Faber  and  Faber, 
Ltd.,  London,  1944,  presents  an  interesting  account 
of  modern  city  planning  and  architectural  design  in 
Great  Britain. 


understanding  on  the  part  of  our  archi- 
tects and  a  clearer  perception  of  architec- 
tural design  on  the  part  of  the  public. 
Even  if  we  assume  that  we  shall  make 
great  strides  in  design,  however,  we  would 
not  care  to  retain  permanently  more  than 
a  small  portion  of  the  future  construction. 
The  obsolescence  created  by  changes  in 
mechanical  equipment,  methods  of  con- 
struction, and  living  customs  will  go  on 
at  an  accelerating  pace.  Here  and  there 
we  shall  find  a  building  of  such  outstand- 
ing merit  that  we  shall  wish  to  retain  it, 
despite  the  factor  of  obsolescence.  Such 
structures  will  be  the  exception  and  not 
the  rule,  and  our  rules  should  be  made  on 
the  assumption  that  our  buildings  will 
have  a  limited  life.  It  will  be  easy  enough 
to  devise  a  special  procedure  to  allow 
the  preservation  of  buildings  that  are 
worth  keeping.  Our  real  problem  is  that 
of  getting  rid  of  the  buildings  erected 
during  the  architectural  nightmare  in 
which  we  have  been  living  for  the  past 
hundred  years. 

No  structure  can  be  erected  today  in 
any  of  our  large  cities  unless  it  complies 
with  the  requirements  of  the  local  build- 
ing code.  We  have  devised  elaborate  and 
needlessly  involved  regulations  governing 
construction  and  yet  we  have  completely 
ignored  that  element  which,  from  the 
point  of  view  of  the  city,  is  the  most 
important  of  all — time.  We  have  assumed 
that  it  was  not  necessary  to  place  a  time 
limit  on  the  continued  existence  of  a 
building  because  it  was  believed  that  the 
land  value  would  increase  as  the  value 
of  the  building  decreased ;  sooner  or  later 
it  would  become  profitable  for  the  owner 
to  erect  a  new  building.  We  know  now 
that  this  has  been  a  careless  and  unwar- 
ranted assumption;  rapid  public  transit 
and  the  automobile  have  permitted  the 
more  well  to  do  to  escape  from  the  central 
city,  with  the  result  that  inlying  land 
has  lost  much  of  the  value  it  had  because 
of  location;  difficulties  in  assembling  land 


[40 


A  Retirement  Plan  for  Buildings 


for  redevelopment  have  been  insuperable. 
Is  it  not  time  that  we  realize  that  even 
the  new  projects  with  which  we  hope  to 
redevelop  the  present  blighted  areas  will, 
in  their  turn,  become  obsolete?  If  it  were 
very  difficult  or  expensive  to  avoid  such 
a  legacy  of  trouble  for  the  coming  gen- 
erations we  might,  perhaps,  excuse  our- 
selves, for  we  have  trouble  and  expense 
enough  ourselves  because  of  the  thought- 
lessness of  previous  generations.  But  the 
answer  to  this  particular  problem  would 
seem  to  be  so  simple  that  our  failure  to 
apply  it  can  only  be  due  to  pure  care- 
lessness. Let  us  see,  for  instance,  what 
would  happen  if  the  building  permit  that 
was  issued  for  the  construction  of  a  new 
building  limited  the  legal  life  of  the  struc- 
ture to  fifty  years. 

Anyone  who  did  not  like  the  fifty-year 
limitation  would  be  under  no  compulsion 
to  build  or  buy  a  new  building.  I  am 
sure,  however,  that,  after  the  sponsors 
of  new  projects  had  recovered  from  their 
surprise  and  analyzed  the  facts,  they 
would  find  that  the  new  requirement 
was  not  a  serious  deterrent.  The  owners 
of  commercial,  industrial,  and  residential 
investment  property  are  generally  aware 
of  the  declining  value  of  their  "improve- 
ments" due  to  the  factor  of  obsolescence. 
Sound  accounting  methods  require  and 
our  income-tax  laws  permit  annual  de- 
preciation charges  for  improvements.  Un- 
fortunately, buildings  which  have  been 
depreciated  to  zero,  on  paper,  are  not 
thereby  destroyed;  they  continue  to  exert 
their  blighting  influence  on  the  city.  The 
long-term  mortgage,  which  is  becoming 
increasingly  popular,  provides  for  the  com- 
plete amortization  of  the  loan  within  the 
term  of  the  mortgage,  which  rarely  ex- 
ceeds thirty-three  years  and  is  limited  to 
twenty-five  years  in  the  case  of  dwellings. 
A  limitation  of  fifty  years  on  the  life  of 
the  building  would  permit  the  owner 
during  the  life  of  the  mortgage  to  secure 
exactly  the  same  income  he  would  now 
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secure.  At  the  end  of  that  time  he  would 
still  have  another  seventeen  to  twenty-five 
years  in  which  to  enjoy  the  revenue  from 
unencumbered  property — assuming  that 
the  original  financing  had  worked  out 
according  to  plan. 

Homeowners  would  probably  raise  the 
greatest  resistance  to  a  limitation  on  the 
life  of  new  buildings,  for  the  homeowner 
is  apt  to  think  of  his  home  from  the  point 
of  view  of  sentiment  rather  than  finance. 
The  fact  that  the  average  purchaser  of  a 
new  house  does  not  live  in  it  more  than 
a  decade  does  not  prevent  the  home- 
owner from  thinking  in  terms  of  a  lifetime 
investment  which  will  be  a  legacy  to  his 
children.  Even  if  it  should  be  necessary 
to  exempt  individual  homes  from  the  sug- 
gested fifty-year  limitation,  we  would  be 
making  a  reasonable  compromise.  For 
the  large  structures  are  the  ones  which, 
because  of  their  great  cost,  offer  the  great- 
est obstacles  to  changes  in  the  city  plan. 
We  should  always  remember  that  even 
if  we  succeed  in  devising  and  executing 
an  excellent  city  plan,  it  is  good  only  in 
terms  of  today.  Great  changes  will  always 
be  required  in  order  to  meet  new  con- 
ditions, changes  that  are  as  inevitable  as 
they  are  unforeseeable. 

I  have  suggested  the  possibility  of  limit- 
ing the  life  of  buildings  through  an  amend- 
ment to  local  building  regulations  because 
it  is  a  simple  and  direct  procedure.  I 
realize,  however,  that  there  is  little  proba- 
bility that  such  a  measure  will  be  adopted, 
in  spite  of  its  simplicity  and  effectiveness. 
I  shall,  therefore,  suggest  a  more  com- 
plicated procedure  based  on  the  use  of 
inducements  instead  of  compulsion.  If 
we  agree  that  fifty  years  is  a  reasonable 
period  to  adopt  for  the  life  of  the  average 
building,  it  is  reasonable  to  offer  some 
inducement  to  owners  who  would  volun- 
tarily agree  to  such  a  limitation.  A  simple 
recognition  of  the  facts  suggests  the  ans- 
wer— in  such  cases  the  city  could  agree 
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to  an  automatic  reduction  of  2  per  cent 
per  year  in  the  assessed  valuation  of  the 
improvements  for  purposes  of  local  taxa- 
tion. Assessments  would  be  at  a  normal 
level  during  the  first  year  and  would 
decrease  gradually  to  zero  at  the  end  of 
fifty  years.  At  first  hand  this  may  appear 
to  be  an  inadequate  inducement.  I  be- 
lieve we  shall  find,  however,  that  many 
property  owners,  even  homeowners,  would 
avail  themselves  of  such  a  privilege.  Most 
of  us  are  not  too  seriously  concerned  with 
what  will  happen  to  our  property  at  the 
end  of  fifty  years,  whereas  we  are  vitally 
concerned  with  the  problem  of  preserving 
it  in  the  meantime.  Even  the  homeowner 
who  has  acquired  his  home  during  his 
prime  earning  period  and  has  been  able 
completely  to  amortize  the  mortgage  may 
find  that  local  taxes  are  a  serious  drain 
on  the  reduced  income  available  to  him 
in  his  old  age.  Conservative  purchasers 
will  be  glad  to  secure  the  additional  pro- 
tection that  steadily  decreasing  taxation 
would  afford  them.  In  any  event  an 
automatic  annual  reduction  in  tax  assess- 
ments would  appear  to  be  a  simple  matter 
of  equity  in  the  case  of  new  projects  built 
on  land  leased  from  the  city  for  fifty  years. 
The  reader  may  say  that  there  is  not 
much  point  in  worrying  about  conditions 
fifty  years  hence  when  we  have  not  yet 
succeeded  in  solving  the  social  and  eco- 
nomic problems  that  confront  us  immedi- 
ately. It  seems  to  me  that  I  can  already 
hear  some  wisecrack  being  made  about 
the  fact  that,  not  satisfied  with  the  Rus- 
sian five-year  plans,  I  am  proposing  fifty- 
year  plans.  As  a  matter  of  fact  we  are 
already  operating,  in  a  great  many  cases, 
on  the  basis  of  twenty-five-  and  thirty- 
year  plans  for  privately  financed  projects 
and  on  the  basis  of  sixty-year  plans  for 
publicly  financed  housing  projects.  Our 
system  of  capitalism  is  based  on  interest, 
which  requires  that  we  should  think  in 
terms  of  time,  for  interest  is,  by  its  very 
nature,  based  on  time. 
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The  long-term  amortized  mortgage  is 
a  useful  and  excellent  financial  mecha- 
nism, but  we  have  scarcely  begun  to 
realize  its  implications.  Our  thinking  has 
been  too  strongly  influenced  by  consider- 
ations suitable  only  to  the  three-  and 
five-year  mortgages  so  prevalent  prior  to 
1929.  This  may  be  due  to  sheer  inertia 
or  lack  of  imagination.  The  fact  remains, 
however,  that  conservative  lending  in- 
stitutions and  intelligent  borrowers  now 
customarily  enter  into  long-term  amor- 
tized loan  agreements  on  the  calm  as- 
sumption that  the  conditions  that  exist 
today  will  prevail  for  the  next  twenty-five 
years.  And  they  make  this  assumption  in 
the  face  of  the  experience  of  the  preced- 
ing generation,  which  has  seen  an  increase 
in  the  cost  of  living  of  1 00  per  cent  after 
the  First  World  War,  and  a  decrease  of 
25  per  cent  in  the  late  depression! 

Perhaps  an  example  will  make  this 
point  clearer.  The  upper  part  of  Chart  V 
represents,  graphically,  the  components 
entering  into  the  rent  calculation  for  a 
typical  large-scale  housing  project  fi- 
nanced privately  by  means  of  an  FHA- 
insured  mortgage.  These  components  are 
taken  from  a  typical  financial  statement 
based  on  a  thirty-three-year  loan.  The 
loan  has  been  assumed  to  be  $1,000  per 
room  and  the  value  of  the  land  $200  per 
room.  It  will  be  seen  that  profit,  vacan- 
cies, operating  costs,  and  local  taxes  are 
assumed  to  be  constant  for  the  entire 
period.  It  is  common  experience,  how- 
ever, that  vacancies  will  increase  as  the 
project  becomes  obsolete  unless  there  is 
a  reduction  in  rentals  or  unless  there  is 
some  price  inflation.  If  rentals  are  re- 
duced, profits  may  be  reduced  to  the 
vanishing  point  and  thus  lead  to  fore- 
closure. Amortization,  under  present  FHA 
financing,  is  kept  low  during  the  early 
years  in  order  to  make  possible  a  level 
payment  for  combined  amortization, 
mortgage  insurance,  and  interest  for  the 
full  thirty-three-year  period.  On  the  chart 
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the  combined  payments  for  interest  on 
mortgage,  mortgage  insurance,  and  amor- 
tization are  indicated  by  vertical  hatch- 
ing. The  low  initial  amortization  payment 
results  in  a  somewhat  lower  initial  rental 
than  that  required  by  equal  yearly  amor- 
tization with  decreasing  interest  pay- 
ments. Even  this  rental,  however,  will 
be  $15  per  room  per  month,  and  the 
financial  soundness  of  the  project  is  de- 
pendent on  some  degree  of  price  inflation 
that  will  permit  the  continuation  of  this 
rental  level  without  increasing  vacancies. 
At  the  end  of  thirty-two  years  the  the- 
oretical calculations  still  require  a  rental 
of  $14.60  per  room  per  month.  Dividends 
of  the  development  corporation  are  limited 
under  the  terms  of  the  FHA  mortgage 
insurance  but  when  the  mortgage  has 
been  fully  amortized,  theoretically  in 
thirty-three  years,  there  is  no  further  limi- 
tation on  the  income  that  will  be  received 
by  the  equity  owners.  The  dotted  portion 
of  the  line  for  rentals  is  based  merely  on 
my  guess  concerning  what  the  owners 
would  be  able  to  get  during  the  last 
seventeen  years  if  they  had  been  able  to 
maintain  the  estimated  schedule  of  rentals  for 
the  first  thirty-three  years.  The  probability 
of  weathering  those  first  thirty-three  years, 
however,  seems  remote  unless  there  has 
been  some  price  inflation,  in  which  event 
the  mortgagee  takes  the  loss. 

Let  us  now  look  at  a  different  kind  of 
financial  picture  based  on  taking  greater 
advantage  of  the  possibilities  inherent 
in  long-term  amortized  mortgages.  I  shall 
waive  consideration  of  the  possibility  of 
price  inflation  or  deflation  for  the  mo- 
ment, in  order  to  return  to  it  later.  The 
lower  part  of  Chart  V  illustrates  graph- 
ically a  hypothetical  financial  statement 
for  a  large-scale  housing  project  based  on 
the  following  assumptions:  The  land  and 
building  costs  are  the  same  as  in  the  first 
project;  the  amounts  reserved  for  profits, 
vacancies,  and  operating  costs  are  like- 
wise the  same.  It  is  assumed,  however, 
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that  the  project  will  be  built  on  land 
acquired  by  the  city  for  redevelopment 
and  that  there  will  be  a  fifty-year  lease 
for  the  ground  at  an  annual  rental  based 
on  4  per  cent  interest.  The  amount  of 
the  mortgage  has  been  reduced  by  an 
amount  equal  to  the  value  of  the  land. 
The  amortization  is  based  on  level  pay- 
ments of  2^  per  cent,  which  amortize 
the  loan  completely  in  forty  years.  Inter- 
est and  mortgage  insurance  are  based  on 
decreasing  balances.  Local  taxes  start  at 
the  same  level  as  in  the  first  example  but 
are  decreased  by  2  per  cent  per  year 
until  they  are  zero  at  the  end  of  fifty 
years.  There  is  no  limitation  of  dividends. 
In  lieu  thereof,  the  scale  of  maximum  permis- 
sible rentals  is  established  in  advance  for  the 
entire  fifty-year  period  of  the  lease  as  shown 
by  the  chart.  The  rental  during  the  first 
year  is  at  the  rate  of  $15.40  per  room  per 
month;  in  ten  years  it  has  been  reduced  to 
$14.30  per  room  per  month;  in  twenty 
years  to  $13.10  per  room  per  month;  in 
thirty  years  to  $11.90  per  room  per 
month;  in  forty  years  to  $10.70  per  room 
per  month;  and  in  fifty  years  to  $9.60  per 
room  per  month. 

It  will  be  seen  at  once  that  this  presents 
a  much  sounder  financial  picture  which 
corresponds  much  more  closely  to  the 
effects  of  obsolescence.  Vacancies  will  re- 
main at  a  minimum  because,  as  the  com- 
petition from  newer  and  better  buildings 
increases,  rents  are  being  steadily  reduced ; 
no  allowance  is  made  in  the  chart  for 
this  factor,  however,  so  that  the  compari- 
son is,  in  fact,  more  favorable  than  that 
which  is  indicated.  The  owning  corpo- 
ration is  freed  from  the  limited-dividend 
requirement  and  has  every  prospect  of 
being  able  to  meet  all  obligations  during 
the  entire  fifty  years  with  the  probability 
that  the  final  ten  years  will  be  excep- 
tionally profitable.  It  has  every  incentive 
for  good  management:  any  savings  which 
can  be  effected  in  operating  costs  can 
be  added  to  profits.  The  safe  position 
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of  the  equity  owners  results  in  a  safer 
loan  for  the  lending  corporation.  The 
term  of  the  loan  has  been  increased  from 
thirty-three  to  forty  years,  but  this  is 
compensated  by  the  level  amortization 
payments  and  the  more  realistic  rental 
levels  on  which  the  financial  soundness 
of  the  project  is  predicated. 

It  is  hardly  necessary  to  point  out 
that  this  method  of  financing  is  better 
from  the  point  of  view  of  the  tenants. 
Families  of  moderately  good  income  are 
enabled  to  secure  the  very  latest  apart- 
ments with  all  the  currently  modern 
gadgets  at  practically  the  same  rental 
they  would  have  paid  under  present  con- 
ditions ($15.40  per  room  per  month  as 
compared  with  $15  per  room  per  month). 
As  the  age  of  the  building  increases,  how- 
ever, it  becomes  available  for  families  of 
continuously  decreasing  income,  down 
to  a  level  of  $9.60  per  room  per  month 
in  the  fiftieth  year.  And  this  much  has 
been  achieved  without  any  subsidy.  It  is 
true  that,  by  the  time  this  lower  level 
has  been  reached,  the  housing  is  no  longer 
new.  Are  we  to  assume,  however,  that 
these  quarters  will  be  any  less  desirable 
than  the  apartments  in  public  housing 
projects  built  simultaneously  and  financed 
for  sixty  years  on  the  basis  of  a  level  rental  for 
the  entire  period?  The  whole  question  of 
public  versus  private  housing  will  be  dis- 
cussed at  greater  length  in  later  chapters. 
It  is  sufficient  to  indicate,  for  the  present, 
that  the  method  of  financing  that  I  have 
suggested  is  as  much  to  the  advantage  of 
the  tenant  as  it  is  to  that  of  the  equity 
owner  and  the  lender. 

What  of  the  city?  How  will  it  be  able 
to  afford  this  steady  reduction  in  taxes? 
If  we  think  merely  in  terms  of  our  past 
methods,  it  would  be  necessary  to  in- 
crease the  rate  of  taxation  to  overcome 
the  decrease  in  total  assessments.  If,  how- 
ever, this  measure  is  adopted  as  part  of  a 
general  program  for  the  reconstruction 
of  the  city,  the  result  will  be  quite  differ- 
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ent.  We  shall  find  that  we  are  at  the 
threshold  of  an  undertaking  designed  to 
replace  old  buildings  which  now  carry 
relatively  low  assessments.  The  new  proj- 
ect will  be  assessed  initially  on  a  basis  that 
may  be  three  or  four  times  the  present 
amount  and  will  certainly  be  at  least 
twice  as  much.  Even  if  we  assume  that 
the  value  of  the  new  buildings  is  only 
twice  that  of  the  old  buildings,  the  aver- 
age assessment  for  the  entire  fifty-year 
period  would  be  equal  to  the  present 
assessment.  We  need  not  worry  about 
the  reduced  revenue  accruing  to  the  city 
from  individual  buildings  because  this 
will  be  made  up  by  an  equal  stream  of 
new  buildings  as  reconstruction  proceeds. 

The  greatest  hazard  in  the  long-term- 
loan  agreement  lies  in  fluctuations  in  the 
purchasing  value  of  the  dollar.  If  there 
is  a  price  inflation  of  50  per  cent  the 
lender  will  receive  in  payment  dollars 
that  will  buy  only  two-thirds  as  much  as 
the  dollars  which  he  loaned.  If  there  is  a 
price  deflation  of  25  per  cent  the  bor- 
rower will  find  that,  for  all  practical 
purposes,  he  is  paying  back  to  the  lender 
one-third  more  than  he  borrowed.  If  the 
lending  institutions  were  not  purely  fi- 
nancial the  situation  could  be  just  as 
painful  for  them  as  it  is  for  the  borrower. 
But  the  contracts  of  lending  institutions 
involve  merely  exchanges  of  dollars,  not 
those  of  dollars  for  goods.  An  insurance 
company,  for  instance,  receives  dollars 
from  the  policyholder,  invests  the  money 
in  bonds,  stocks,  and  mortgages,  and 
pays  back  dollars  in  the  form  of  death 
and  sickness  benefits.  Provided  that  the 
proper  number  of  dollars  have  been  re- 
ceived from  the  proper  sources  and  paid 
in  accordance  with  contract  requirements, 
it  makes  little  difference,  from  the  point 
of  view  of  the  company's  obligations, 
what  the  purchasing  value  of  these  dollars 
may  be.  The  policyholder  and  the  bor- 
rower from  a  life-insurance  company, 
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however,  both  require  money  for  the 
purchase  of  goods;  as  a  result  of  deflation 
the  policyholder  will  benefit  and  the  bor- 
rower will  lose.  If  long-term  financial 
agreements  are  to  be  anything  more  than 
a  gamble,  we  must  have  a  dollar  of 
relatively  stable  purchasing  value. 

Until  we  are  able  to  achieve  a  stable 
price  index  we  shall  have  to  make  suitable 
adjustments  whenever  it  is  possible  to 
do  so.  If  we  refer  to  the  financial  plan 
suggested  in  the  lower  portion  of  Chart 
V,  it  is  evident  that  the  rental  is  deter- 
mined only  in  small  part  by  the  loan 
requirements.  It  will  obviously  be  impos- 
sible to  maintain  the  scale  of  rents  in 
the  face  of  substantial  inflation  even 
though  interest  and  amortization  pay- 
ments are  not  changed.  The  city  will 
need  more  money  for  its  current  expenses, 
operating  costs  will  be  higher,  and  the 
money  received  in  the  form  of  profit  will 
have  less  value  to  the  equity  owners.  In 
the  case  of  deflation  the  reverse  condi- 
tions would  occur  and  the  tenants  would 
be  penalized.  Equity  would  suggest,  there- 
fore, that  the  maximum  permissible 
rental  be  adjusted  in  accordance  with 
fluctuations  in  the  dollar  as  determined 
by  the  general  price  index.  In  order  to 
avoid  needless  disturbance  of  the  original 
provisions  it  would  be  well  to  provide 
that  no  adjustments  would  be  made  un- 
less the  price  index  fluctuated  by  at  least 
5  per  cent. 

All  this  may  appear  to  be  somewhat 
cumbersome,  yet  it  is  no  more  involved 
than  our  present  procedure  for  FHA- 
insured  mortgages  in  the  case  of  limited- 
dividend  corporations,  for  limitation  of 
dividends  involves  control  of  expenditures 
and  detailed  examination  of  accounts. 
If,  on  the  other  hand,  rentals  are  estab- 
lished on  an  equitable  basis  that  makes 
reasonable  allowance  for  fluctuations  of 
the  price  index  and  increasing  obsoles- 
cence of  the  buildings,  there  is  no  need 
for  limitation  of  dividends.  Even  as  we 


now  use  them,  long-term  amortized  mort- 
gages are  so  far  superior  to  the  old  three- 
and  five-year  mortgages  that  it  is  certain 
we  will  not  return  to  that  type  of  financ- 
ing. Since  we  shall  be  using  twenty-  to 
thirty-year  loans  to  an  increasing  extent 
we  shall,  in  any  event,  either  devise  a 
method  for  reducing  fluctuations  in  the 
value  of  the  dollar  or  find  a  way  to 
make  suitable  adjustments  in  the  rental 
agreement. 

There  is  one  other  important  consid- 
eration involved  in  long-term  mortgages 
— fluctuations  in  the  rate  of  interest.  For 
the  past  two  decades  the  tendency  of 
interest  rates  has  been  downward,  and 
some  economists  foresee  a  continuation  of 
this  trend.  If  a  project  has  been  financed 
on  the  basis  of  a  forty-year  loan  at  4  per 
cent  interest  and  the  prevailing  rate  of 
interest  for  similar  loans  ten  years  later 
is  reduced  to  3  per  cent,  the  project  will 
obviously  be  at  a  disadvantage  as  com- 
pared with  new  developments  financed 
on  the  basis  of  3  per  cent  interest.  This 
difficulty  can  usually  be  overcome  by  re- 
financing; the  owning  corporation  pays 
off  the  first  mortgage  out  of  the  proceeds 
of  a  new  loan  secured  at  the  lower  rate. 
If,  however,  the  interest  rate  should  go 
up,  the  mortgagee  is  the  loser  and  is 
unable  to  secure  any  relief.  If  long-term- 
loan  agreements  are  to  be  equitable  to 
both  lender  and  borrower,  it  would  seem 
desirable  to  make  provision  for  the  possi- 
bility of  some  variation  in  the  interest  rate 
in  accordance  with  fluctuations  which 
may  occur  during  the  life  of  the  loan. 

I  have  cited  only  one  type  of  financing 
for  one  type  of  project,  merely  as  an 
illustration  of  some  of  the  methods  that 
could  be  used.  It  will  be  simple  to  devise 
for  other  types  of  projects  similar  solu- 
tions which  are  fair  to  all  concerned. 

1.  The  interests  of  the  equity  owners  are 
adequately  protected  and  they  have 
every  incentive  to  undertake  projects 
with  the  expectation  of  being  able  to 
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remain  in  full  control  during  the  entire 
life  of  the  development. 

2.  The    lender    is    protected    because    the 

project  is  financed  on  the  basis  of  rents 
that  are  realistically  obtainable  and 
because  the  equity  owners  have  every 
incentive  to  manage  the  property 
economically. 

3.  The  tenants  are  protected  because  the 

rents  are  decreased  in  accordance  with 
increasing  obsolescence. 

4.  The  city  enjoys  at  least  an  equal  income 

from  taxation  and  yet  is  able  to  require 
the  demolition  of  the  building  at  the  end 
of  fifty  years.  It  is  thereby  enabled  to 
secure  for  itself  a  constant  renewal  of 
construction  that  will  enable  it  to  con- 
form with  changing  conditions. 

We  are  so  accustomed  to  think  that  a 
benefit  to  one  group  in  society  can  be 


obtained  only  at  the  expense  of  another 
group  that  some  readers  may  be  skeptical 
about  this  plan.  I  am  sure  that  if  the 
skeptics  will  take  the  trouble  to  make 
their  own  calculations  they  will  arrive 
at  the  same  results,  for  no  financial  sleight 
of  hand  is  involved.  This  is  one  instance 
in  which  all  concerned  may  benefit  from 
advance  planning.  The  procedure  which 
I  have  suggested  merely  takes  fuller  ad- 
vantage of  methods  of  building  finance 
with  which  we  are  already  familiar;  it 
adds  one  additional  factor  that  we  have 
heretofore  ignored — a  retirement  plan  for 
buildings.  We  have  here  a  concrete  illus- 
tration of  the  fact  that  it  is  possible  to 
plan  the  future  provided  that  we  think 
of  it  in  terms  of  its  most  essential  com- 
ponent— time. 
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Chapter  7 

How  Much  Will  It  Cost? 


OUR  excessive  timidity  in  city  plan- 
ning is  based,  in  part,  on  the  fear 
that  the  cost  of  destroying  the  ex- 
pensive buildings  we  see  all  about  us 
would  be  prohibitive.  We  prefer  to  be 
"practical"  and,  at  most,  to  think  in 
terms  of  slum  clearance.  The  practical 
men  like  to  apply  the  label  of  "starry- 
eyed  dreamers"  to  those  who  visualize 
the  complete  transformation  of  our  exist- 
ing cities.  On  more  than  one  occasion  I 
have  seen  city  planners  resort  to  second- 
and  third-rate  solutions  of  a  simple  traffic 
problem  because  the  best  plan  involved 
the  destruction  of  relatively  minor  im- 
provements. Unless  we  allow  ourselves 
to  be  bolder  than  we  have  been,  we 
shall  find  that  the  rebuilding  of  our  cities 
is  an  illusion;  it  will  have  little  value 
from  the  point  of  view  either  of  good  city 
planning  or  of  sound  economics.  Let  us 
not  be  unduly  alarmed  at  the  jibes  of  the 
practical  men  concerning  city  planning; 
many  of  their  complaints  are  based  on 
sentiment  and  preconceived  ideas  rather 
than  on  facts.  Let  us  try  to  make  a  rough 
estimate  of  the  cost  of  doing  an  effective 
job  of  urban  reconstruction.  If  this  esti- 
mate shows  that  our  plans  are  too  ambi- 
tious, they  can  easily  be  modified.  There 
is  no  point  in  assuming  that  the  cost  will 
be  excessive  until  we  know  what  it  is. 

In  order  to  estimate  the  yearly  cost  of 
rebuilding  our  cities,  the  first  element 
that  we  must  determine  is  the  rate  at 
which  we  expect  to  proceed.  Shall  we 
complete  the  job  in  twenty,  forty,  or 
sixty  years?  This  element  of  time  will 
depend,  in  large  measure,  on  two  princi- 


pal  factors:  first,  the  necessity  for  in- 
vesting savings,  and  second,  the  capacity 
of  the  building  industry.  Since  both  these 
factors  are  difficult  to  determine  in  ad- 
vance, I  shall  begin  by  making  the  as- 
sumption that  the  complete  reconstruction 
job  will  cover  a  period  of  approximately 
fifty  years.  In  general,  we  would  start 
by  redeveloping  the  oldest  sections  and 
at  the  end  of  fifty  years  we  would  be 
replacing  the  new  buildings  of  today. 
This  assumption  is  made  purely  for  the 
purpose  of  estimating  costs;  it  will  become 
evident  that  we  could  proceed  much 
faster  if  we  wanted  to  do  so. 

The  second  element  to  consider  is  the 
cost  of  acquiring  the  land  and  the  exist- 
ing improvements.  The  assessed  valua- 
tion of  all  the  privately  owned  land  and 
buildings  in  American  cities  of  more  than 
100,000  population  in  the  year  1941  was 
47  billion  dollars,  or  $1,236  per  capita.1 
If  we  apply  this  per  capita  figure  to  the 
14,760,000  inhabitants  of  cities  from  25,000 
to  100,000  population,  we  find  that  the 
assessed  valuation  of  all  privately  owned 
property  in  this  group  of  cities  is  approxi- 
mately 18  billion  dollars.  The  total  as- 
sessed valuation  of  private  property  in 
cities  of  more  than  25,000  population 
may,  therefore,  be  estimated  fairly  closely 
at  47  plus  18,  or  65  billion  dollars.  In 
many  cities,  real  property  is  assessed  at 
much  less  than  its  market  value.  On  the 
other  hand,  in  some  of  the  largest  North- 
ern cities  property  is  assessed  at  full  value. 

1  "Financial  Statistics  of  Cities,"  U.S.  Department 
of  Commerce,  1941,  states  that  the  assessed  valuation 
of  real  property  in  American  cities  over  100,000  is 
$46,995,551,000. 

48] 


How  Much  Will  It  Cost? 


If  we  make  allowance  for  assessments  at 
less  than  market  value  and  add  two- thirds 
to  the  assessed  valuation,  we  reach  the 
figure  of  108  billion  dollars  as  a  fair 


a  year  computed  in  the  preceding  para- 
graph would  be  paid  on  the  basis  of 
730  million  dollars  for  land  and  1,470 
million  dollars  for  buildings  (see  item  2, 
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approximation  of  the  cost  of  acquiring 
all  privately  owned  land  and  buildings 
in  American  cities  of  more  than  25,000 
population.  On  the  basis  of  1941  prices 
and  a  fifty-year  program,  therefore,  we 
may  say  that  the  yearly  cost  of  acquiring  all 
the  privately  owned  urban  land  and  improve- 
ments in  the  United  States  would  be  one- 
fiftieth  of  this  amount,  or  2.2  billion  dollars. 

If  we  use  a  ratio  of  one-third  for  land 
and  two-thirds  for  buildings  for  all  United 
States  urban  property,  we  shall  err  on 
the  side  of  conservatism  with  respect  to 
the  calculations  that  follow.  On  this  as- 
sumption, the  cost  of  2.2  billion  dollars 


Cost  of  Acquisition,  in  Chart  VI).  The 
values  established  for  a  large  portion  of 
the  urban  land,  however,  are  based  on 
an  intensity  of  use  that  should  not  be 
tolerated  in  any  well-planned  city.  If 
we  make  a  correction  for  this  factor,  we 
may  estimate  that  the  value  of  this  land 
for  redevelopment  purposes  at  suitable  densities 
is  approximately  600  million  dollars  (see  item 
3,  Chart  VI). 

Each  year  2.2  billion  dollars  would  be 
paid  for  existing  land  and  improvements 
but  we  would  be  able  to  recapitalize 
only  600  million  dollars  at  economic  rent- 
als, leaving  1.6  billion  to  be  written  off 
as  a  loss  (see  item  3  in  the  chart).  This 
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is  a  loss  that  private  enterprise  will  not 
absorb.  It  will  be  necessary  for  the  loss 
to  be  written  off  by  government — Fed- 
eral, state,  or  local,  or  a  combination  of 
two  or  all  three  of  these  levels  of  govern- 
ment. In  order  to  minimize  the  loss  that 
will  have  to  be  met  by  the  public,  we  may 
finance  the  acquisition  of  the  property 
through  public  loans.  The  ground  rents 
can  then  be  capitalized  on  the  basis  of 
Federal  rates  of  interest,  which  are  ap- 
proximately one-half  current  mortgage 
interest  rates.  On  this  basis  the  annual 
income  received  from  the  land  would  be 
sufficient  to  meet  interest  payments  on  a 
loan  of  1.2  billion  dollars.  We  need  not 
be  concerned  with  amortization,  since 
the  land  would  still  be  available  for  a 
second  redevelopment  at  the  termination 
of  the  lease.  The  annual  financing  re- 
quired from  the  public  in  assembling 
land  for  redevelopment  would  then  be 
1  billion  dollars  in  the  form  of  an  outright 
grant  and  1.2  billion  dollars  in  the  form 
of  2  per  cent  loans  (see  item  4).  There  is 
no  reason  why  the  public  should  not 
avail  itself  of  the  savings  made  possible 
by  Federal  loans.  Ground  rents  on  im- 
proved property  are  one  of  the  safest  of 
all  possible  forms  of  investment  and  the 
government  loans  would,  therefore,  be 
adequately  protected.  Private  lending  in- 
stitutions would  have  no  reason  to  com- 
plain since  the  construction  of  the  new 
buildings  would  furnish  the  opportunity 
for  both  mortgage  and  equity  financing 
on  the  part  of  private  capital. 

In  our  preceding  calculations  we  have 
assumed  that  the  value  of  the  existing 
improvements  to  be  demolished  each  year 
is  approximately  1,470  million  dollars. 
These  buildings  are,  in  general,  obsolete, 
many  of  them  in  the  last  stages  of  decay. 
We  may,  therefore,  conservatively  esti- 
mate that  the  value  of  the  buildings  that 
will  replace  them  will  be  at  least  three 
times  as  much,  or  4.4  billion  dollars. 
Since  the  land  has  been  capitalized  at 


1.2  billion  dollars,  the  total  value  of  the 
property  redeveloped  in  one  year  would, 
on  this  basis,  be  5.6  billion  dollars.  In 
the  course  of  acquiring  the  land  existing 
mortgages  will  be  paid  off.  If  we  allow 
500  million  dollars  for  the  retirement  of 
existing  mortgages,  the  reconstruction  op- 
erations for  one  year  will  absorb  net 
additional  savings  in  the  form  of  govern- 
ment bonds,  mortgages,  and  equity  capi- 
tal to  the  extent  of  5.1  billion  dollars. 
Practically  all  the  construction  will  be 
for  the  purpose  of  replacing  existing  build- 
ings and  will,  therefore,  be  in  addition  to 
the  normal  volume  of  building.  If  we  make 
no  allowance  for  demolition  of  existing 
improvements  which  might  take  place 
under  present  conditions,  we  may  esti- 
mate that  the  additional  yearly  demand 
for  capital  created  by  a  fifty-year  program 
for  the  complete  reconstruction  of  our  cities, 
commercial  and  institutional  buildings 
as  well  as  housing,  would  be  approxi- 
mately 5.1  billion  dollars. 

The  above  computations  are  only  the 
roughest  sort  of  estimate;1  they  will,  how- 
ever, give  an  idea  of  the  financial  mag- 
nitude of  the  task.  From  the  point  of 
view  of  furnishing  an  adequate  offset  for 
savings,  the  amount  is  disappointingly 
small,  for  unless  we  are  unable  to  curb 
our  present  tendency  to  oversave,  total 
savings  will  probably  be  in  excess  of  35 
billion  dollars  a  year  at  present  price 
and  production  levels.  But  the  effect  of 
adding  an  additional  5  billion  dollars 
to  our  normal  expenditures  for  new  con- 
struction will  be  felt  in  other  ways.  When 
the  tenants  and  owners  move  into  the 
new  buildings  they  will  want  new  equip- 
ment and  furniture,  and  the  production 
of  other  industries  will  therefore  be  stimu- 

1  It  should  be  noted  that  the  estimate  is  too  high 
because  we  have  based  our  calculations  on  J^o  of 
all  property,  whereas  it  is  obvious  that  we  shall  be 
starting  with  obsolete  property,  which  will  be  cheaper 
than  the  average.  In  later  years  we  shall  be  demolish- 
ing buildings  which  have  then  become  obsolete. 
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lated.  Furthermore,  the  new  city  plan 
will  call  for  new  municipal  improvements, 
bridges,  highways,  etc.,  to  be  properly 
coordinated  with  the  redevelopment  proj- 
ects. It  is  difficult  to  visualize  and  still 
more  difficult  to  estimate  the  many  types 
of  expenditures  that  would  be  stimulated. 
There  can  be  no  doubt,  however,  that 
the  effect  would  be  felt  in  many  industries 
not  directly  related  to  construction. 

Even  if  we  make  the  most  optimistic 
allowances  for  the  indirect  spending  and 
investing  resulting  from  urban  redevelop- 
ment, we  shall  probably  find  that  it  would 
be  desirable  to  proceed  at  a  faster  pace 
than  the  fifty-year  program  on  which 
the  above  calculations  have  been  based. 
There  are  two  limiting  factors  in  this 
respect.  One  is  the  capacity  of  the  con- 
struction industry,  the  other  is  a  reason- 
able economic  life  for  buildings.  The 
number  of  trained  building  mechanics 
will  set  an  upper  limit  to  the  amount  of 
construction  that  can  be  undertaken  in 
any  one  year.  In  order  to  make  full 
economic  use  of  the  new  buildings  and 
secure  moderate  rentals,  we  shall  have 
to  assume  an  amortization  period  of  at 
least  thirty  and,  preferably,  forty  years. 
On  the  basis  of  the  complete  reconstruc- 
tion of  our  cities  in  thirty  years,  the 
offsets  to  savings  resulting  from  rede- 
velopment would  be  increased  from  ap- 
proximately 5.1  to  8.3  billion  dollars  a 
year. 

The  Twentieth  Century  Fund  has 
recently  made  an  estimate  of  nationwide 
urban  redevelopment  costs  based  on  a 
different  approach.  On  the  basis  of  United 
States  Census  data  on  housing  for  1940, 
this  estimate  indicates  that  the  total  cost 
of  acquiring  all  blighted-area  urban  prop- 
erty in  the  United  States  would  be  16 
billion  dollars.  If  the  reconstruction  of 
this  blighted  property  were  spread  over 
fifteen  years,  the  cost  of  writing  off  the 
present  purchase  price  would  be  approxi- 
mately 1  billion  dollars  a  year.  It  will 
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be  noted,  however,  that  this  estimate  is 
based  on  existing  blighted  property  only.  The 
calculations  in  this  chapter  are  based  on 
the  assumption  that  we  shall  rebuild  our 
cities  in  their  entirety  within  the  fifty-year 
period.  There  is,  therefore,  no  conflict 
between  the  two  estimates;  on  the  con- 
trary, one  substantiates  the  other.  It  is 
obvious  that  the  first  two  decades  of  the 
fifty-year  program  would  consist  prima- 
rily of  rebuilding  present  slum  and 
blighted  areas.  On  this  basis,  and  assum- 
ing that  both  estimates  give  an  approxi- 
mation of  the  costs  involved,  we  could 
rebuild  the  worst  sections  of  our  cities 
within  a  decade.  We  shall  not  do  ef- 
fective city  planning  if  we  think  in  terms 
of  present  blighted  areas  only.  The  process 
of  blight  continues.  For  this  reason  and 
because  we  must  think  of  a  community 
in  its  entirety,  I  believe  it  is  better  to 
base  our  calculations  on  the  ultimate 
reconstruction  of  the  entire  city. 

The  enormous  amount  of  new  urban 
construction  that  has  taken  place  in  the 
past  has  resulted  from  a  steadily  expand- 
ing total  population  and  the  increasing 
industrialization  of  the  nation.  Popula- 
tion growth  is  now  slowing  down  and  it 
has  been  estimated  by  many  authorities 
that  it  would  practically  cease  within 
the  next  few  decades.  It  is  also  probable 
that  the  ratio  of  farm  to  urban  population 
will  become  more  nearly  stabilized.  Un- 
der these  conditions  we  shall  not  be  able 
to  rely  on  the  steady  expansion  of  our 
cities  which  has,  in  the  past,  provided 
the  chief  demand  for  new  construction. 
In  the  past  construction  has  provided 
the  principal  source  of  our  normal  off- 
sets to  savings.  Now,  at  the  very  time 
when  savings  threaten  to  be  steadily  in- 
creasing in  volume,  we  find  ourselves 
faced  with  a  steadily  decreasing  demand 
for  new  buildings.  It  is  true  that  the 
abnormally  low  rate  of  construction  dur- 
ing the  depression  and  during  the  war 
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have  resulted  in  a  shortage  of  housing 
and  certain  types  of  commercial  and  in- 
stitutional buildings.  But  this  shortage 
will  soon  be  made  up  in  a  few  years  of 
active  building.  Within  a  decade,  at  the 
most,  we  shall  have  an  oversupply  of 
buildings  unless  we  then  begin  to  tear 
down,  each  year,  an  increasingly  large 
proportion  of  old  buildings. 

We  shall  then  find  that  the  cost  of 
rebuilding  our  cities  is  the  least  difficult 
of  all  the  problems  that  confront  us.  We 
shall  find  that  the  Federal  government 
will  have  to  spend  vast  sums — in  doles 
or  leaf  raking  if  no  better  way  has  been 
found — merely  to  keep  the  economy  from 
collapsing.  When  compared  to  the  an- 
nual volume  of  savings  that  will  result 
from  a  high  national  income,  the  5  to  8 
billion  dollars  a  year  of  additional  public 


and  private  investment  in  urban  reconstruc- 
tion may  appear  to  be  entirely  inade- 
quate. We  must,  of  course,  remember 
that  the  program  we  have  been  discussing 
is  merely  one  of  the  methods  that  can  be 
used  to  provide  a  balance  between  sav- 
ings and  investment.  But  what  shall  we 
do  if,  from  sheer  inertia  and  procrastina- 
tion, we  fail  to  make  this  most  important 
method  available?  We  shall  find  that  we 
cannot  improvise  overnight  a  program 
designed  to  retain  the  best  features  of 
private  enterprise  in  urban  redevelop- 
ment. There  is  not  too  much  time  left 
us  even  if  we  begin  to  plan  now.  We  shall 
be  greatly  aided  in  the  preparation  of 
these  plans  when  we  realize  that  the  cost 
of  completely  rebuilding  our  cities  in  a 
period  of  fifty  years  is  easily  within  our 
means. 
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IN  THE  preceding  chapter  we  have  seen 
that  the  cost  of  rebuilding  our  cities 
is  easily  within  our  means  as  a  na- 
tion. In  subsequent  chapters  I  shall  show 
that  the  financing  of  the  new  structures 
can  be  undertaken  by  private  enterprise, 
thereby  providing  a  suitable  outlet  for 
savings.  Before  private  enterprise  can  un- 
dertake the  task  of  reconstruction,  how- 
ever, it  will  be  necessary  to  write  off  a 
very  substantial  part  of  the  cost  of  assem- 
bling and  acquiring  existing  urban  prop- 
erty. In  the  present  chapter  I  shall  discuss 
methods  for  taking  this  preliminary  step. 
For  redevelopment  purposes,  the  value 
of  property  will  vary  considerably  from 
city  to  city  and  even  more  between  vari- 
ous neighborhoods  in  the  same  city.  Here 
and  there  it  will  be  possible  to  find  land 
that  can  be  recapitalized  on  the  basis  of 
present  acquisition  costs,  while  in  other 
instances  it  may  be  necessary  to  write 
off  nine-tenths  of  the  purchase  price.  As 
a  general  average,  a  75  per  cent  write-off 
can  be  expected.  We  know,  from  past 
experience,  that  private  enterprise  has 
not  been  able  or  willing  to  shoulder  this 
burden.  I  believe  that  there  are  only  two 
conditions  under  which  private  enterprise 
may  be  expected  to  undertake  this  task 
in  the  future. 

First,  we  might  simply  continue  to  do 
nothing  except  to  provide  the  legal  mech- 
anism for  assembling  property  under  the 
urban  redevelopment  laws.  If  no  direct 
or  indirect  subsidy  is  given,  it  is  clear 
that  no  reconstruction  will  take  place 
except  in  those  rare  instances  where  exist- 
ing property  values  can  be  recapitalized. 
The  confirmed  believer  in  laissezfaire  has 


an  answer  for  this  situation — let  the  new 
construction  take  place  on  raw  land;  ten- 
ants will  move  out  of  the  old  rookeries; 
property  values  in  the  central  cities  will 
steadily  depreciate  until  a  point  is  reached 
at  which  the  land  may  be  assembled  and 
redeveloped  without  any  write-off.  This 
is  precisely  what  we  have  been  doing  for 
the  past  several  generations,  but  the  ex- 
pected drop  in  asking  price  for  these 
blighted  areas  has  not  developed.  There 
must  be  a  catch  in  this  theory.  There  is. 

As  long  as  the  existing  buildings  stand 
they  are  a  menace  to  new  construction. 
In  prosperous  times  they  may  have  a 
high  vacancy  ratio.  The  owners  are  there- 
fore compelled  to  reduce  rentals,  and  the 
increased  differential  between  the  rentals 
in  old  and  new  buildings  serves  as  a 
brake  on  new  construction.  Furthermore, 
both  the  owners  and  the  mortgagees  for 
new  buildings  know  that  if  there  is  a 
depression  the  old  rookeries  will  fill  up 
and  create  a  disastrous  vacancy  ratio  in 
the  new  developments.  This  serves  as  an 
additional  and  powerful  brake  on  new 
construction.  As  a  result  of  this  inter- 
dependence between  old  and  new  build- 
ings we  shall  not  reach  the  point  where 
the  existing  blighted-area  property  values 
are  depreciated  by  75  per  cent  of  present 
asking  prices.  Even  if  it  were  possible, 
is  this  a  consummation  to  be  desired? 
The  constant  expansion  of  the  city  into 
the  suburbs  would  merely  multiply  the 
financial  difficulties  that  the  central  city 
already  faces.  The  threat  to  all  property 
values  would  be  intolerable  and  would 
greatly  intensify  the  effects  of  a  depres- 
sion. The  deflation  of  central  urban  prop- 
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erty  values  is  not  a  solution;  it  is  a  theory 
based  on  defeatism  and  fear  of  positive 
action;  it  will  inhibit  every  constructive 
effort  which  is  suggested. 

There  is  one  other  way  in  which  priv- 
ate enterprise  might  appear  to  solve  the 
problem  of  urban  land  required  for  re- 
development— tax  exemption.  We  have 
seen  that  the  latest  amendments  to  the 
New  York  State  urban  redevelopment 
law  provide  for  taxing  the  redeveloped 
property  for  a  period  of  twenty-five  years 
on  the  basis  of  the  present  assessment.  The 
National  Association  of  Real  Estate 
Boards  has  now  proposed  to  finance  the 
acquisition  of  blighted-area  property 
through  ninety-nine-year  tax-exempt 
municipal  bonds  with  compound  interest 
and  amortization  requirements  of  about 
13^2  per  cent  a  year.  The  purchasers  of 
the  bonds  would  be  permitted  to  deduct 
the  money  so  invested  from  income  sub- 
ject to  Federal  income  tax.  This  would, 
of  course,  be  a  substantial  inducement  for 
individuals  in  the  70  or  80  per  cent  tax 
brackets,  since  they  would  be  investing 
30-  or  20-cent  dollars  on  which  they 
would  receive  from  5  to  !}/%  per  cent  for 
combined  interest  and  principal.  Invest- 
ments in  low-cost  housing,  under  the 
NAREB  plan,  would  also  be  deductible 
from  income  subject  to  Federal  tax,  and 
new  construction  of  this  type  could  be 
depreciated  for  Federal  income-tax  pur- 
poses at  the  rate  of  10  per  cent  per  year! 

It  is  easy  to  understand  the  fondness  of 
the  realtors  for  these  various  tax-exemp- 
tion schemes — no  public  control  is  in- 
volved. Financing  is  simplified  and  old 
buildings  can  be  destroyed  as  new  ones 
are  built.  With  this  one  exception  we  will 
repeat  all  the  mistakes  of  the  past.  Tax 
exemption,  as  proposed  in  the  preceding 
paragraph,  is  a  crude  instrument  that 
will  be  ineffective  even  for  the  purpose 
for  which  it  is  intended.  The  tax  abate- 
ment provided  in  the  New  York  law 


will  not  be  a  sufficient  inducement  to 
permit  more  than  a  small  fraction  of  the 
required  redevelopment.  The  tax  exemp- 
tion provided  in  the  proposal  of  the 
NAREB  would  deprive  the  Federal  gov- 
ernment of  income  it  would  otherwise 
receive.  But  the  volume  of  funds  thus 
made  available  would  not  be  sufficient 
to  permit  redevelopment  on  an  adequate 
scale.  It  is  also  important  to  note  that 
this  restricted  program  would  proceed  on 
the  basis  of  carefully  selected  areas  which 
were  most  profitable  for  redevelopment 
purposes  and,  therefore,  for  which  a  mini- 
mum subsidy  would  have  been  sufficient. 
Yet  an  equal  subsidy  in  the  form  of  tax 
exemption  would  be  available  for  all  types 
of  projects,  regardless  of  need.  The 
NAREB  plan  has  another  very  objection- 
able feature — it  encourages  extremely 
wealthy  individuals  to  seek  the  safest  in- 
vestments, whereas  these  individuals  are 
the  very  ones  who  are  best  able  to  accept 
the  normal  risks  of  business  enterprises. 
Tax  exemption  is  not  merely  the  most 
unsatisfactory  type  of  subsidy;  in  the  long 
run  it  will  prove  to  be  the  most  expensive 
method  of  writing  off  the  present  excess 
valuation  of  urban  property.  From  the 
point  of  view  of  its  proponents  it  has  one 
great  merit — the  public  will  never  know 
how  much  it  has  contributed.  From  the 
point  of  view  of  the  taxpayers,  however, 
it  would  be  better  to  proceed  on  the  basis 
of  facts  and  to  know  how  much  we  are 
paying  and  why. 

Private  enterprise  will  not  be  able  to 
redevelop  urban  property  on  the  basis  of 
the  present  cost  of  acquisition  unless  the 
excessive  valuations  are  written  off  by 
means  of  either  tax  exemptions  or  direct 
subsidies.  If  we  rule  out  tax  exemptions 
because  they  are  a  particularly  unsatis- 
factory form  of  hidden  subsidy,  we  are 
inevitably  led  to  the  necessity  of  direct 
public  grants.  The  most  satisfactory 
use  of  public  grants  will  be  by  means 
of  a  loan  of  public  funds  at  going  rates  of 
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Federal  interest  (the  lowest  rate  that  can 
be  granted  without  loss  to  the  govern- 
ment) plus  a  direct  grant  that  will  be 
just  sufficient  for  the  purpose  of  writing 
off  excess  land  value  and  nothing  more. 
From  which  level  of  government  shall  we 
seek  these  grants? 

The  most  logical  source  would  seem 
to  be  the  local  government,  for  the  cities 
will  be  the  chief  beneficiaries  of  urban 
redevelopment.  Unfortunately,  however, 
this  is  the  level  of  government  that  is  least 
able  to  assume  additional  financial  bur- 
dens. To  quote  from  a  recent  Senate 
document:1 

There  can  be  little  doubt  that  local 
governments,  particularly  city  govern- 
ments, are  "in  a  bad  way"  from  the  fiscal 
standpoint.  The  recent  depression  caught 
them  ill  prepared;  many  were  obliged  to 
borrow  heavily  to  meet  current  expenses, 
and  the  refunding  of  maturing  obliga- 
tions was  common.  The  spectacle  of  a 
city  like  New  York,  popularly  regarded 
as  the  "gold  coast"  of  a  rich  country, 
going  through  one  financial  predicament 
after  another,  obliged  to  adopt  a  sales 
tax,  which  its  mayor  had  successfully 
attacked  in  Congress,  and  frankly  con- 
ceding its  future  dependence  on  Federal 
revenues,  is  evidence  enough  that  some- 
thing is  lacking  in  local  revenue  institu- 
tions. New  York's  financial  problem  is 
not  unique.  Most  cities  have  been  living 
from  hand  to  mouth  in  the  hope  that 
something  would  turn  up.  And  the 
attitude  of  municipal  officials  has  grown 
increasingly  pessimistic.  .  .  .  The  nar- 
row jurisdiction  of  the  municipality 
makes  it  essential  to  depend  on  a  rela- 
tively immobile  tax  base  for  the  major 
part  of  local  revenues,  and  this  points 
to  the  continuance  of  the  largest  part  of 
the  local  tax  burden  on  real  estate. 

The  tax  on  real  property  constitutes 
86  per  cent  of  the  revenue  of  cities  with 

1  "Federal,  State,  and  Local  Government  Fiscal 
Relations,"  Senate  Document  69,  78th  Congress, 
1st  session. 


over  100,000  population.2  Unless  the  in- 
creasing blight  in  the  central  areas  can 
be  arrested  and  reversed,  this  most  im- 
portant source  of  revenue  will  be  con- 
stantly decreasing.  Of  special  importance, 
in  the  case  of  many  large  cities,  is  the 
decay  of  central  business  and  industrial 
areas.  The  central  business  area  furnishes 
the  principal  source  of  local  taxation.  The 
convenience  of  suburban  shopping  cen- 
ters with  ample  parking  facilities  is  now 
exerting  a  pronounced  deflationary  in- 
fluence on  central  business  property 
values.  The  centrifugal  tendencies  that 
have  long  been  in  evidence  in  residential 
neighborhoods  are  now  affecting  both 
commercial  and  industrial  properly.  Un- 
less the  conveniences  of  the  central  city 
can  be  restored  by  effective  city  planning, 
the  blighted  business  areas  will  result  in 
a  greater  loss  of  taxable  values  than  the 
loss  resulting  from  blighted  residential 
areas.  The  city  must,  of  necessity,  place 
its  main  reliance  for  revenue  on  real- 
estate  taxes  because  all  other  forms  of 
local  taxation  can  be  too  easily  evaded 
by  moving  residence  or  operations  or 
making  purchases  outside  the  city  limits, 
thus  increasing  the  financial  plight  of  the 
central  local  government.  Although  it 
may  seem  desirable  that  the  city  should 
make  the  grants  that  will  be  needed  in 
urban  redevelopment,  it  is  an  impossible 
solution.  The  city  cannot  lift  itself  up  by 
its  own  financial  boot-straps. 

What  of  the  state  governments?  In 
some  cases  it  might  be  financially  possible 
for  the  state  to  furnish  the  necessary 
grants.  The  states  enjoy  a  much  more 
diversified  source  of  revenue  than  the 
cities  and  it  would  seem  reasonable  that 
they  should  recognize  the  plight  of  the 
cities  that  are  located  within  their  bound- 

2  "Financial  Statistics  for  Cities,"  U.S.  Department 
of  Commerce,  1941,  gives  total  tax  revenue  for  cities 
over  100,000  as  $1,604,755,000  and  revenue  from 
general  property  tax  as  $1,377,362,000. 
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aries.  Most  state  legislatures  are  largely 
dominated  by  the  rural  voters,  however, 
and  it  is  unlikely  that  many  of  them  will 
provide  sufficient  funds  for  urban  redevel- 
opment. The  states  have,  moreover,  a 
perfectly  valid  reason  for  not  undertaking 
this  task.  Urban  redevelopment  will  not 
produce  really  effective  economic  results 
unless  it  can  be  stimulated  in  periods  of 
economic  depression.  Since  state  revenues 
would  be  at  a  minimum  at  such  times, 
it  is  almost  inevitable  that  appropriations 
for  state  grants  would  be  curtailed  or 
abolished  at  the  very  time  when  the  need 
would  be  greatest. 

There  is  left,  then,  the  Federal  govern- 
ment as  a  source  of  grants  in  writing  off 
the  excessive  land  valuations  which  is 
the  necessary  preliminary  to  urban  recon- 
struction. There  is  no  doubt  about  the 
financial  ability  of  the  Federal  govern- 
ment to  make  an  outright  grant  of  1 
billion  dollars  a  year  and  well-secured 
loans  of  1.2  billion  dollars  a  year  at  going 
rates  of  Federal  interest.  Furthermore, 
the  Federal  government  is  the  only  level 
of  government  that  can  make  sharp  in- 
creases in  loans  and  grants  in  the  face  of 
a  depression,  these  increases  to  be  bal- 
anced by  equivalent  decreases  in  pros- 
perous years.  If  city  reconstruction  is 
considered  from  the  point  of  view  of  its 
effect  on  the  national  economy,  rather 
than  for  its  own  sake,  it  will  be  seen  that 
it  is  entirely  logical  for  the  Federal  gov- 
ernment to  make  the  grants  for  urban 
land  acquisition.  It  will  be  difficult  to 
find  any  purpose  for  which  Federal  ex- 
penditures can  be  made  with  a  corre- 
sponding stimulation  of  the  economy. 
Owners  and  mortgagees  of  the  land  thus 
acquired  will  receive  cash  payments  at  a 
time  when  they  will  be  most  appreciated. 
And,  most  important,  every  dollar  of 
Federal  grant  will  result  in  the  investment 
of  several  dollars  for  new  construction. 
Furthermore,  if  the  Federal  govern- 
ment did  not  spend  the  money  for  this 


purpose,  it  would  be  compelled  to  spend 
even  larger  amounts  for  made  work  or 
doles.  This  should  be  a  sufficient  answer 
to  the  rural  voters  for  diverting  Federal 
funds  for  the  benefit  of  city  dwellers;  this 
policy  will  not,  in  the  long  run,  cost  the 
taxpayers  anything,  since  equivalent  or 
greater  Federal  spending  would  be  re- 
quired in  any  event.  Furthermore,  as  we 
improve  the  functioning  of  government, 
both  city  dwellers  and  farmers  will  realize 
that  their  interests  are  interdependent. 
The  farmer  should  be  willing  and  anxious 
to  have  the  cities  prosper,  for  they  are 
his  best  customers;  likewise,  the  industrial 
worker  should  want  to  see  the  farmers 
prosper  so  that  they  may  buy  the  goods 
produced  in  the  city.  Nothing  could  be 
more  disastrous  for  either  group  than 
the  impoverishment  of  the  other. 

Much  has  been  written  about  the  "bail- 
ing out"  of  the  owners  of  slum  property. 
Some  writers  believe  that  the  city  should 
have  the  right  to  acquire  the  land  at  its 
reasonable  use  value  as  distinguished  from 
its  market  value.  I  believe  that  this  is 
neither  necessary  or  desirable.  The  pres- 
ent and  previous  owners  of  slum  property 
as  well  as  the  mortgagees  and  the  local 
tax  assessors  have  acted  on  the  basis  of 
these  current  market  values.  All  of  them 
should  accept  the  result  of  their  decisions 
in  these  transactions,  but  they  should 
not  be  subjected  to  the  additional  hazard 
of  laws  that  were  not  in  existence  at  the 
time  the  transactions  took  place.  The 
effort  to  avoid  paying  the  present  market 
values  will  merely  result  in  provoking 
increased  and  justified  opposition  to  the 
whole  redevelopment  program.  Further- 
more, any  legislation  that  permitted  the 
city  to  acquire  land  at  less  than  its  fair 
market  value  would,  no  doubt,  be  de- 
clared unconstitutional. 

Other  writers  have  suggested  that  exist- 
ing laws  should  be  enforced  more  rigidly 
and  that  more  stringent  laws  should  be 
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enacted  concerning  the  state  of  dilapida- 
tion to  be  tolerated  in  slum  property. 
This  might  easily  defeat  the  very  result 
which  is  sought.  Property  owners  would 
be  more  likely  to  make  alterations  to 
their  buildings  instead  of  tearing  them 
down,  and  the  cost  of  these  improve- 
ments would  inevitably  be  added  to  the 
sales  price.  The  cheapest,  fairest,  and 
quickest  method  is  to  pay  the  fair  market 
value  for  the  property  and  get  rid  of  the 
old  buildings.  Even  on  the  basis  of  liberal 
estimates,  the  net  loss  will  not  exceed  an 
average  cost  of  1  billion  dollars  a  year  for 
a  nationwide  fifty-year  program.  If  this 
rich  nation  balks  at  this  amount  it  can 
only  be  because  we  do  not  want  to  re- 
build our  cities. 

In  addition  to  an  average  outright 
grant  of  1  billion  dollars  a  year,  the 
Federal  government  would  be  expected 
to  lend  an  average  of  1.2  billion  dollars 
a  year.  This  would  require  an  increase 
in  the  Federal  debt,  but  since  the  loans 
would  be  well  secured  there  should  not 
be  cause  for  alarm.  Excessive  land  valua- 
tions would  have  been  wiped  out  by 
means  of  grants  and  the  ground  rents 
would  have  been  established  by  negotia- 
tion or  competitive  bids  on  the  basis  of 
newly  constructed  improvements.  An  in- 
come to  the  government,  sufficient  to 
meet  interest  requirements  on  the  bonds, 
is  therefore  assured.  We  may  profitably 
study  some  of  the  methods  that  the  Swed- 
ish and  Danish  governments  have  used 
in  differentiating  between  government  in- 
vestments and  ordinary  expenditures. 
"The  incredible  fact  to  be  noted  by 
Americans  of  every  stripe  is  that  Sweden 
has  gone  in  for  a  far-reaching  New  Deal- 
ism  without  scaring,  overtaxing,  or  other- 
wise discouraging  private  enterprise  and 
investments."1  Traditionally,  government 
borrowing  has  been  accepted  as  a  suitable 
method  of  financing  extraordinary  ex- 

luThat  Wonderful  Swedish  Budget,"  Fortune, 
September,  1938. 


penditures  without  excessive  disturbance 
of  the  tax  structure.  The  fiscal  policy  of 
the  future  will,  no  doubt,  be  based  on  this 
consideration  but  an  additional  factor 
will  be  involved — unless  private  invest- 
ment can  make  full  use  of  savings,  public 
debt  will  be  created  for  a  fiscal  purpose 
having  little  to  do  with  disarrangement 
of  the  tax  structure. 

In  order  to  avoid  pork-barrel  raids  on 
the  Treasury  and  pressure-group  irre- 
sponsibility, it  will  be  desirable  to  differ- 
entiate between  various  types  of  Federal 
spending. 

Provision  is  made  [in  the  Swedish  sys- 
tem] for  two  budgets.  The  operating 
budget  is  to  be  balanced  over  the  trade- 
cycle  period — the  traditional  policy  being 
to  charge  all  expenditures  for  'unpro- 
ductive' or  'ordinary'  purposes  to  it, 
to  be  paid  for  as  completely  as  possible 
out  of  current  taxes.  In  order  to  guaran- 
tee cyclical  monetary  balance  of  this 
budget,  the  deficit  of  one  year  is  charged 
against  the  following  years  at  the  mini- 
mum rate  of  20  per  cent  annually  until 
the  debt  is  wiped  out.  Expenditures  for 
self-liquidating  works  are  charged  to 
the  capital  budget;  depreciation  entries 
are  annually  made  on  the  operating 
budget  and  provided  for  by  taxation  or 
by  direct  money  returns  from  the  capital 
works.  The  capital  budget  is  thus  set  up 
along  the  lines  of  a  revolving  fund  but 
reflects  a  gradual  growth  of  state  assets. 
.  .  .  There  is  general  acceptance  of  this 
dual  economy  in  Sweden,  and  efforts  are 
made  to  encourage  private  enterprise 
by  favorable  tax  policy  and  by  the  pro- 
motion of  clear  understanding  of  fiscal 
policy  and  of  the  predictability  of  gov- 
ernment action.  The  system  provides  a 
means  of  combating  the  trade  cycle  and 
was  largely  designed  for  this  purpose. 
However,  it  also  provides  a  method  of 
dealing  with  secular  problems  of  "eco- 
nomic maturity."  Fundamental  to  the 
system  is  the  careful  planning  of  long- 
range  public  investments,  which,  it  is 
hoped,  will  eliminate  the  waste  and 
confusion  that  characterized  the  pro- 
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gram  during  its  initial  operations.  Such 
planning  not  only  applies  to  activities 
of  the  central  government  and  the  state- 
owned  activities,  but  also  to  local  gov- 
ernment investments.  The  rate  at  which 
the  investments  are  made  depends  very 
largely  on  the  cyclical  and  secular 
considerations. 1 

If  we  admit  the  logic,  indeed  the  in- 
evitability, of  Federal  grants  and  loans 
for  the  acquisition  of  urban  land  by  the 
municipalities,  there  is  still  one  more 
item  to  consider — the  degree  of  Federal 
control.  Since  the  primary  purpose  of 
the  Federal  government  will  be  that  of 
stimulating  or  inhibiting  the  rate  of  con- 
struction in  accordance  with  the  require- 
ments of  the  business  cycle,  it  is  obvious 
that  the  municipalities  should  cooperate 
in  this  respect.  In  addition,  the  central 
government,  for  its  own  protection,  should 
audit  local  accounts  in  order  to  assure 
honesty  of  administration.  This  condi- 
tion would,  no  doubt,  be  welcomed  by 
most  local  taxpayers,  for  most  of  them 
realize  that  although  local  politicans  have 
not  always  been  honest,  most  of  them 
have  a  healthy  respect  for  government 
auditors.  One  more  condition  would 
seem  appropriate  in  order  to  help  the 
local  communities  to  help  themselves  and 
in  order  to  safeguard  the  investments  of 
the  Federal  government  based  on  local 
property — the  creation  of  municipal  realty 
corporations  (hereafter  designated  by  the 
initials  MRC)  and  municipal  planning 
authorities  (hereafter  designated  by  the 
initials  MPA).  It  should  be  the  function 
of  the  MRC  to  manage  the  acquisition 
of  all  land  to  be  redeveloped  and  to  be 
responsible  for  all  the  public  business 
transactions  arising  from  Federal  loans 
and  grants,  leases  for  private  develop- 
ment, etc.  It  should  be  the  function  of  the 
MPA  to  develop  long-range  plans  for  the 

1  "Federal,   State,  and  Local  Government  Fiscal 
Relations,"  op.  cit.,  pp.  370-371. 
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reconstruction  of  the  entire  city  and  to 
develop  detailed  studies  of  portions  of 
these  plans  in  accordance  with  the  needs 
for  immediate  development. 

Both  the  MRC  and  the  MPA  should 
be  organized  on  the  basis  of  and  have 
jurisdiction  over  an  entire  metropolitan 
urban  region.  This  condition  may  be 
violently  resented  as  an  unwarranted  in- 
terference with  local  government.  This 
resentment  is  more  apt  to  be  found  among 
local  politicians  than  among  the  citizens. 
It  is  to  be  hoped  that  the  latter,  at  least, 
will  see  the  advantage  to  be  derived  from 
planning  and  rebuilding  the  city  as  a 
whole.  It  will  be  impossible  to  develop 
an  effective  plan  for  the  new  city  if  the 
planning  is  undertaken  by  several  plan- 
ning authorities  following  the  existing 
political  jurisdictions  within  the  average 
metropolitan  urban  region.  There  is  scant 
hope  for  effective  cooperation  between 
the  planning  authorities  of  these  con- 
tiguous areas.  Consideration  for  local  po- 
litical jobs  too  frequently  outweighs 
consideration  for  the  welfare  of  the  entire 
metropolitan  region.  The  inducements 
presented  by  Federal  loans  and  grants 
can  be  used  as  a  powerful  influence  to 
overcome  these  divisions  and  enable  the 
various  local  governments  to  set  up  ade- 
quate mechanisms  for  planning  and  con- 
trolling urban  property.  Certainly  the 
citizens  of  each  community  will  gain 
thereby  and  efficient  public  servants  will 
have  nothing  to  fear,  for  there  will  be 
plenty  of  work  for  them. 

The  requirements  described  above  are 
based  on  the  assumption  that  the  Federal 
control  should  be  limited  to  a  few  defi- 
nitely stated  items.  Certainly  the  Federal 
government  is  entitled  to  cooperation 
from  the  local  government  in  stimulating 
or  inhibiting  construction  and  in  securing 
honesty  of  administration.  The  creation 
of  an  MRC  and  an  MPA  on  the  basis  of 
a  metropolitan  urban  region  will  not 
only  simplify  business  transactions  with 
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the  general  business  public  and  the  Fed- 
eral government  but  will  be  of  inestimable 
advantage  to  the  citizens  of  each  com- 
munity; it  is  helping  them  to  do  some- 
thing which,  despite  its  advantages,  they 
could  probably  not  do  for  themselves. 
I  do  not  believe  Federal  control  should 
extend  any  further.  The  planning  of  the 


cities  and  the  solution  of  the  many  prob- 
lems of  administration  and  control  of 
urban  property  should  be  matters  for  local 
initiative.  No  doubt  many  mistakes  will 
be  made  in  individual  instances,  but  each 
community  will  be  responsible  for  its  own 
errors  and,  contrariwise,  will  take  pride 
in  its  own  achievements. 
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SOME  of  the  most  persisting  fallacies 
in  discussions  on  housing  are  based 
on  the  cost  of  construction.  The 
operative  builders  are  now  engaged  in  an 
extensive  propaganda  barrage  predicated 
on  the  assumption  that  they  can  build 
more  cheaply  than  the  public  housing 
authorities.  The  public  housers,  on  the 
other  hand,  claim  that  they  alone  are 
able  to  build  new  housing  for  the  lowest 
income  groups.  Even  neutrals  in  the  fight 
between  public  and  private  housing  lay 
great  stress  on  the  cost  of  building  con- 
struction. The  most  recent  and  most  com- 
prehensive book  on  American  housing 
that  has  yet  appeared  consists,  in  large 
measure,  of  a  discussion  of  construction 
and  operating  costs.1  The  prospective  pur- 
chaser or  tenant  of  a  dwelling  unit,  how- 
ever, is  not  primarily  interested  in  lower 
construction  costs.  The  purchaser  is  inter- 
ested chiefly  in  a  low  down  payment,  low 
monthly  payments,  and  the  safety  of  his 
investment.  The  tenant  is  interested  in 
low  rentals  and  a  supply  of  housing  ade- 
quate to  afford  him  a  reasonable  choice. 
Construction  costs  are  merely  one  of  the 
elements  entering  into  the  calculations 
determining  monthly  carrying  charges  or 
rentals.  Before  placing  undue  emphasis  on 
this  one  item,  it  will  be  well  to  examine 
briefly  all  the  other  factors. 

Raw  land  for  new  suburban  develop- 
ments and  scattered  lots  in  existing  sub- 
divisions are  both  plentiful.  The  price 
of  land,  acreage  as  well  as  lots,  followed 
downward  rather  than  upward  trends 
during  the  last  decade;  from  1936  to 

1  American  Housing,  by  Miles  L.  Colean,  The 
Twentieth  Century  Fund,  New  York,  1944. 


1940  the  ratio  of  land  to  total  property 
valuation  for  FHA-insured  mortgages 
dropped  from  1 5  to  less  than  1 3  per  cent. 
This  ratio  varied  substantially  in  different 
price  classes;  in  1940  it  varied  from  11 
per  cent  in  the  case  of  houses  selling  for 
less  than  $4,000  to  19  per  cent  for  houses 
selling  for  more  than  $15,000.  During 
the  entire  decade  prior  to  the  Second 
World  War,  however,  housing  construc- 
tion did  not  fully  recover  from  the  effects 
of  the  depression.  It  is  likely,  therefore, 
that  in  the  active  building  market  which 
is  anticipated  in  the  early  postwar  years, 
there  will  be  a  rise  in  the  value  of  raw 
land.  This  rise  in  value  might  be  held  in 
check  by  the  competition  resulting  from 
more  suitably  located  land  made  avail- 
able by  urban  redevelopment.  It  will  be 
desirable,  on  the  other  hand,  to  secure 
adequate  ground  rents  for  the  property 
that  is  to  be  redeveloped.  Every  dollar 
added  to  the  capitalized  value  of  such 
land — contingent,  of  course,  upon  suit- 
able standards  of  density  and  dwelling- 
unit  rentals — reduces  by  that  much  the 
amount  of  subsidy  required.  Further- 
more, such  a  policy  will  result  in  a  mini- 
mum disturbance  of  existing  property 
and  mortgage  relationships.  The  subsid- 
ies that  may  be  required  to  relieve  undue 
hardship  can  be  made  directly  to  tenants 
rather  than  indirectly  by  means  of  an 
excessive  deflation  of  land  values.  The 
cost  to  the  taxpayer  would  be  about  the 
same,  but  there  would  be  a  minimum  of 
interference  with  the  normal  functioning 
of  the  housing  market.  If  we  make  allow- 
ance for  all  the  factors  which  affect  price, 
it  is  unlikely  that  we  shall  find  any  mate- 
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rial  reduction  in  the  average  cost  of  land 
for  new  housing  during  the  next  decade. 
At  best  we  may  expect  some  reduction 
in  land-development  costs  as  a  result  of 
more  intelligently  planned  large-scale 
projects. 

The  average  valuation  of  new  single- 
family  houses  on  which  loans  were  ac- 
cepted for  insurance  by  FHA  declined 
from  $5,978  in  1937  to  $5,199  in  1940. 
The  average  value  of  the  lot,  during  this 
period,  declined  from  $913  to  $662,  so 
that  the  value  of  the  building  decreased 
from  $5,065  to  $4,537.  The  reduction 
in  the  sale  price  did  not  result  from  lower 
construction  costs  but  from  a  deliberate 
effort  on  the  part  of  many  builders  to 
tap  a  larger  market — an  effort  that  was 
encouraged  by  the  more  liberal  financing 
terms  available  for  low-cost  homes.  Econ- 
omies resulted  from  a  number  of  factors: 
the  average  number  of  rooms  decreased 
from  5.5  to  5.1  per  dwelling  unit,  the 
percentage  of  frame  houses  increased,  the 
proportion  of  houses  with  garages  de- 
creased, etc.  These  figures  do  not  indicate 
any  decrease  in  construction  cost;  there 
has  been,  instead,  a  decrease  in  the  value 
of  the  product. 

A  number  of  methods  for  decreasing 
construction  costs  have  been  suggested: 
an  annual  wage  at  a  lower  rate  per 
hour  for  building  mechanics,  based  on 
continuous  employment;  revision  of  build- 
ing-code requirements ;  large-scale  produc- 
tion; direct  purchase  of  building  materials 
from  factories  rather  than  local  dealers; 
elimination  of  trade  restraints  and  com- 
binations among  subcontractors,  labor 
unions,  dealers,  and  manufacturers;  elim- 
ination of  subcontracting;  government 
financing  of  technical  research;  further 
standardization  of  materials  and  equip- 
ment; prefabrication,  etc.  Several  of  these 
suggestions  will  evoke  tremendous  resist- 
ance and  the  results  obtained  will  not 
be  commensurate  with  the  effort  that 
will  be  required  to  overcome  this  resist- 
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ance.  Trade  restraints  and  combinations 
among  subcontractors,  labor  unions,  deal- 
ers, and  manufacturers,  however,  should 
be  vigorously  prosecuted;  rackets  should 
be  eliminated  in  every  industry.  Perhaps 
the  most  promising  results,  from  the  point 
of  view  of  lower  costs,  will  be  obtained 
naturally  and  without  any  special  induce- 
ments from  an  extension  of  large-scale 
operations  and  an  increasing  use  of  pre- 
fabrication. Large  operative  builders  have 
already  devised  methods  for  mass  pro- 
duction with  conventional  construction 
and  have  effected  substantial  economies. 
In  1941,  operative  builders  in  the  Wash- 
ington, D.C.,  area  had  succeeded  in  pro- 
ducing a  very  acceptable  four-room  house 
for  sale  at  $3,500.  This  price  included  oil 
heating,  forced  warm-air  heating  system, 
complete  kitchen  equipment  including 
range,  electric  refrigerator,  and  kitchen 
cabinets,  copper  screens,  weatherstrip- 
ping,  and  a  60-  by  100-foot  lot  on  a  paved 
street.  Prefabrication  is  still  in  its  infancy 
and  has  many  serious  hurdles  to  over- 
come. The  prefabricators  have  yet  to 
prove  that  they  can  produce  and  market  a 
better  and  cheaper  product  than  the 
large-scale  operative  builder.  It  is  quite 
probable  that  the  lowest  costs  will  be 
achieved  through  a  combination  of  large- 
scale  operations  with  prefabrication  of  an 
increasing  number  of  subassemblies. 

As  against  the  various  possibilities  sug- 
gested above,  the  long-term  trends  of  the 
past  show  that  economies  in  construction 
methods  do  not  keep  pace  with  increases 
in  the  cost  of  construction  labor  and  mate- 
rials; except  for  temporary  dips  brought 
on  by  depressions,  the  graph  of  building 
costs  tends  to  show  a  gradual  rise.  If  we 
balance  all  the  uncertainties  involved  we 
find  that,  barring  fluctuations  in  the  pur- 
chasing power  of  the  dollar,  present  trends 
do  not  indicate  any  very  substantial 
change  in  the  cost  of  housing.  Is  this  an 
unmitigated  evil?  Before  preparing  our- 
selves to  view  the  situation  with  alarm, 
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let  us  ask  ourselves  what  would  happen 
if  first,  there  were  a  definite  and  appreci- 
able downward  trend  in  construction 
costs  or,  second,  there  were  a  definite 
and  appreciable  upward  trend  in  con- 
struction costs. 

When  the  price  of  food  or  clothing  goes 
down,  the  consumer  has  reason  to  re- 
joice. But  does  the  same  result  neces- 
sarily follow  in  the  case  of  housing?  The 
risks  of  home  ownership  are  serious  enough 
without  asking  the  purchaser  of  a  new 
home  to  risk  the  total  loss  of  his  slender 
equity  because  reductions  in  building 
costs  may  reduce  the  resale  value  of  his 
home.  We  must  remember  that  the  equity 
of  the  average  small  homeowner  does  not 
exceed  10  per  cent  of  the  purchase  price. 
Even  if  the  hypothetical  downward  trend 
in  construction  costs  did  not  exceed  3  per 
cent  per  year,  the  homeowner's  theoretical 
equity,  as  measured  by  the  sale  value  of 
his  home,  would  be  wiped  out  in  a  little 
over  three  years.  Under  such  conditions 
there  would  be  increasing  sales  resistance, 
since  it  might  be  wiser  to  rent.  But  would 
the  renter  be  more  fortunate?  The  same 
reasons  that  discouraged  the  prospective 
home  purchaser  would  be  even  more 
compelling  in  the  case  of  a  prospective 
investor  in  new  rental  housing.  Tenants 
might  soon  find  that  there  was  a  scarcity 
of  suitable  accommodations  as  a  result 
of  a  curtailment  of  building  construction. 
Furthermore,  even  if  purchasers  for  new 
homes  and  equity  investors  in  rental 
housing  could  be  found,  the  increased  risk 
to  the  mortgagee  would  be  likely  to  result 
in  prohibitively  low  loan  ratios  or  higher 
interest  rates.  In  short,  nothing  will  more 
certainly  paralyze  the  urge  to  embark 
on  new  construction  than  falling  building 
prices,  once  a  definite  trend  has  become 
apparent.  Both  owners  and  mortgagees 
will  show  a  strong  inclination  to  wait 
in  order  to  be  sure  that  prices  will  not 
go  still  lower. 
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If  a  definite  upward  trend  in  construc- 
tion costs  became  evident,  we  should 
expect  to  find  the  opposite  results  from 
those  described  in  the  preceding  para- 
graph. Prospective  homeowners  would 
hasten  to  buy,  stretching  their  available 
resources  to  the  limit.  The  knowledge  or 
belief  that  prices  were  going  up  would 
give  them  a  sense  of  security  that  would 
justify  their  using  all  their  liquid  assets 
for  a  down  payment.  The  same  consider- 
ations would  motivate  the  investor  in 
rental  housing.  The  continued  increase 
in  construction  costs,  assuming  that  there 
were  no  general  inflationary  tendencies 
affecting  the  whole  economy,  would  tend 
to  place  new  housing  more  and  more 
out  of  reach  of  a  constantly  increasing 
proportion  of  the  total  population.  The 
new  projects  would  be  increasingly  un- 
able to  meet  the  competition  of  existing 
buildings  and  this  factor  would,  ulti- 
mately, result  in  a  curtailment  of  con- 
struction. In  short,  the  results  of  a  definite 
and  long-continued  upward  trend  in  con- 
struction costs  might  be  as  bad  as  the 
results  of  a  definite  and  long-continued 
downward  trend.  If  we  assume  a  constant 
value  for  the  dollar,  therefore,  a  station- 
ary index  for  building  prices  would  seem 
to  be  entirely  satisfactory.  Since  this  con- 
dition is  quite  likely  to  prevail  as  a  result 
of  the  interplay  of  natural  economic  forces 
— after  price  fluctuations  owing  to  the  war 
have  ended — we  may  rejoice  at  finding 
one  element  in  the  housing  picture  that 
does  not  require  any  concerted  remedial 
action. 

Title  search  and  closing  costs  are  only 
a  small  part  of  the  total  cost  of  a  house, 
but  they  are  costs  which  must  be  paid  in 
cash  and  are  very  substantial  charges 
when  compared  to  the  down  payment. 
Settlement  charges  for  houses  financed 
with  FHA-insured  mortgages  average  ap- 
proximately 3  per  cent  of  the  sale  price 
for  houses  costing  less  than  $4,000.  The 
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title  search  and  settlement  charges  are, 
therefore,  equivalent  to  almost  a  third 
of  the  usual  10  per  cent  down  payment. 
There  is  no  good  reason,  except  the  ob- 
jection of  those  who  make  a  living  out  of 
the  process,  why  the  whole  business  of 
real-estate  transfers  and  foreclosure  pro- 
ceedings should  not  be  immensely  simpli- 
fied. It  should  not  be  more  difficult  or 
costly  to  secure  a  satisfactory  title  to  a 
house  than  it  is  to  secure  a  title  to  an 
automobile.  This  cost  reduction  could 
be  made  without  disturbing  existing  prop- 
erty values,  since  real-estate-transfer  costs 
do  not  enter  into  the  quoted  price  for  prop- 
erties. This  is,  of  course,  a  relatively  small 
reduction  and  the  reader  may  ask,  since 
the  saving  is  so  small  why  should  we 
bother  with  this  item? 

In  view  of  the  limited  cash  available 
to  the  average  home  purchaser,  the  reduc- 
tion in  title  and  settlement  charges  to 
a  purely  nominal  amount  would  offer 
added  protection  to  both  equity  owner 
and  mortgagee.  Let  us  take  the  case  of  a 
$4,000  house  in  which  the  down  payment 
is  10  per  cent,  or  $400,  and  title-transfer 
charges  are  3  per  cent,  or  $120.  Although 
the  home  owner  has  only  a  $400  theo- 
retical equity,  the  total  of  his  cash  pay- 
ment is  $520.  If,  a  year  or  so  later,  he 
loses  his  job  and  wishes  to  sell  without 
any  loss  he  must  find  a  purchaser  with 
$640  in  cash  ($520  to  reimburse  the  orig- 
inal owner  for  his  cash  outlay  plus  $120 
for  new  title).  It  is  more  than  likely  that 
the  services  of  a  broker  will  be  required 
and  the  broker's  commission  will  add 
another  $200  in  cash  to  the  sale  price 
(again  assuming  no  loss  to  the  original 
owner).  If  the  original  purchaser  is  to 
be  saved  from  financial  loss,  therefore, 
the  broker  will  have  to  find  a  new  pur- 
chaser  who  is  willing  to  accept  a  sale 
price  of  $4,320;  in  addition,  the  new 
purchaser  will  have  to  make  a  down 
payment  of  $720  and  pay  new  title-trans- 
fer costs  of  $120,  a  total  cash  disbursement 


of  $840.  It  is  obvious  that  no  such  pur- 
chaser will  be  found  unless  there  has 
been  a  sharp  increase  in  real-estate  values 
as  a  result  of  a  boom.  If  we  assume  that 
the  real-estate  market  is  stable,  the  origi- 
nal purchaser  would  be  lucky  to  find  a 
purchaser  at  $3,800  for  his  slightly  used 
house.  Let  us  see  what  the  first  home- 
owner would  then  get  for  his  original 
cash  investment  of  $520.  If  he  was  lucky 
enough  to  make  a  direct  sale  he  would 
get  about  $200  in  cash  (excess  of  sale 
price  over  mortgage)  and  his  loss  would 
be  $520  -  $200,  or  $320;  if  he  had  to 
employ  a  broker  he  would  receive  about 
$10  in  cash  and  his  loss  would  be  $520  — 
$10,  or  $510.  In  the  latter  event,  if  he  is 
financially  irresponsible,  he  simply  moves 
out  and  leaves  any  financial  headaches 
to  the  mortgagee.  The  mortgagee  will 
usually  accept  a  deed  from  the  home- 
owner because  of  the  time  and  cost  of 
foreclosure — from  one  to  twenty-five 
months  and  from  $5  to  $350,  depending 
on  the  state  in  which  the  property  is 
located. 

There  are  great  advantages  in  small 
down  payments  for  home  purchasers. 
To  secure  them  with  some  semblance  of 
equity  for  all  concerned,  however,  it  will 
be  necessary  to  simplify  and  cheapen 
both  realty  transfers  and  foreclosure  pro- 
ceedings. If,  for  instance,  realty-transfer 
and  foreclosure  costs  were  each  $10,  the 
example  cited  above  would  be  as  follows: 
The  homeowner's  original  cash  invest- 
ment is  $410  and  the  mortgage  $3,600. 
In  the  case  of  a  direct  sale  at  $3,800,  the 
first  owner  would  receive  about  $200  in 
cash  and  would  have  suffered  a  loss  of 
only  $210  instead  of  $320.  If  he  had  to 
employ  a  broker  he  would  receive  about 
$10  in  cash  and  would  have  suffered  a 
loss  of  $400  instead  of  $510.  But  both 
the  original  owner  and  the  broker  will 
have  a  much  better  chance  of  finding  a 
purchaser.  The  new  owner,  in  the  case 
of  a  direct  sale,  at  $3,800  will  need  only 
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$210  in  cash  as  compared  with  $320  in 
cash  under  present  conditions.  Further- 
more, the  knowledge  that  foreclosure  pro- 
ceedings are  simple  and  economical  will 
induce  the  original  homeowner  to  meet 
his  responsibilities  even  though  he  does 
not  salvage  much  of  his  original  invest- 
ment. This  will  tend  to  reduce  the  cost 
of  servicing  loans,  thereby  helping  to 
reduce  interest  rates. 

A  study  by  the  HOLC  (Home  Owners' 
Loan  Corporation)  shows  that,  for  the 
United  States  as  a  whole,  the  average 
homeowner's  monthly  tax  installment  rep- 
resents about  33  per  cent  of  the  average 
total  monthly  payments  covering  interest, 
amortization,  fire  insurance,  and  property 
tax.  In  view  of  the  necessary  reliance  of 
cities  on  the  general  property  tax  as  a 
primary  source  of  revenue,  there  is  scant 
hope  that  this  tax  levy  can  be  materially 
reduced.  A  general  reconstruction  of  the 
city,  however,  would  create  new  taxable 
values  and  permit  some  readjustment  of 
the  incidence  of  taxation.  I  have  dis- 
cussed in  Chap.  6  the  possibility  of  a 
regular  annual  reduction  in  assessed  val- 
uation of  2  per  cent  per  year  for  projects 
built  on  land  leased  from  the  municipality 
for  a  fifty-year  period.  There  is  no  reason 
why  the  same  principle  could  not  apply 
to  homeowners  who  would  voluntarily 
agree  to  a  limitation  of  fifty  years  for 
their  houses.  This  inducement  may,  in 
itself,  be  inadequate.  If,  however,  it  is 
combined  with  a  longer  term  for  the 
loan  with  decreasing  monthly  payments 
on  the  loan,  many  homeowners  will  find 
it  very  attractive. 

The  upper  part  of  Chart  VII  illustrates 
the  monthly  costs  (exclusive  of  repairs 
and  maintenance)  for  a  $4,444  home 
financed  with  an  FHA-insured  mortgage 
under  average  present  conditions.  It  will 
be  seen  that  the  total  monthly  payment 
remains  practically  constant  at  $34  for  a 
period  of  twenty-five  years,  the  longest 
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term  mortgage  permitted  under  present 
conditions,  and  at  the  end  of  that  period 
it  drops  to  $11  a  month.  The  lower  part 
of  Chart  VII  illustrates  financing  based 
on  a  fifty-year  lease  for  the  land  and 
decreasing  taxes  as  described  in  Chap.  6. 
The  financing  is  based  on  the  same  inter- 
est rate  and  mortgage-insurance  rate  but 
the  loan  has  been  increased  to  thirty- 
three  years,  resulting  in  fixed  amortiza- 
tion payments  of  3  per  cent  per  year. 
It  will  be  seen  that  the  amount  of  the 
down  payment  is  identical  in  both  cases 
and  the  monthly  payments  for  the  first 
year  are  nearly  the  same.  In  Plan  B, 
however,  the  monthly  payments  decrease 
steadily  each  year  until  they  reach  a 
level  of  approximately  $15  in  the  thirty- 
third  year,  at  which  time  they  drop  to 
about  $6.10  a  month  and  then  decline 
very  gradually  to  approximately  $2.30  in 
the  fiftieth  year.  Let  us  now  see  how  each 
party  to  the  transaction  fares  under  this 
new  arrangement: 

How  will  the  city  be  able  to  afford 
such  constantly  decreasing  assessments? 
Obviously,  if  we  assume  that  buildings 
are  to  be  allowed  to  last  indefinitely,  the 
city  could  not  consider  such  a  measure 
seriously,  for  there  would  be  a  constantly 
shrinking  tax  base.  Once  we  conclude 
that  we  must  find  a  solution  for  the  con- 
tinued renewal  of  buildings  in  order  to 
avoid  general  decay,  however,  the  answer 
is  apparent.  The  increased  assessments 
based  on  a  constant  stream  of  new  build- 
ings offset  the  decreasing  assessments  on 
depreciating  buildings.  It  is  to  be  noted 
that  this  proposal  should  not  be  confused 
with  partial  tax  exemption;  it  is  based 
on  a  realistic  acceptance  of  the  fact  that 
the  useful  life  of  a  building  will,  in  gen- 
eral, not  exceed  fifty  years.  If  a  new 
project  is  soundly  conceived  it  will  pay 
its  way  when  it  is  new.  Many  old  projects 
have  been  saved  from  financial  disaster 
by  a  general  rise  in  prices.  But  if  we  are 
to  assume  that  both  the  value  of  the 

1 


Housing:  Costs 


dollar  and  the  building-cost  index  remain 
relatively  stable,  the  real  financial  peril 
to  any  building  venture  arises  in  the 
later  years,  not  at  the  beginning  of  the 


tions  which  appear  to  be  easy  to  admin- 
ister even  though  they  pile  up  greater 
troubles  for  the  years  ahead.  If  we  have 
the  courage  to  plan  the  future  we  shall 
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building's  life.  Is  it  not  strange,  therefore, 
that  some  of  the  forms  of  tax  exemption 
that  have  been  used  to  stimulate  new 
construction  have  been  based  on  a  partial 
or  complete  exemption  of  taxes  for  the 
first  ten  or  twenty-five  years  of  the  build- 
ing's life?  The  complete  disregard  of  facts 
can  only  be  explained  on  the  basis  of  our 
inveterate  preference  for  immediate  solu- 


be  able  to  devise  a  tax  policy  that  will 
impose  reasonable  burdens  on  property 
and  yet  provide  adequate  municipal 


revenue. 


The  mortgagee  may,  at  first,  balk  at 
the  idea  of  increasing  the  term  of  the 
loan  from  twenty-five  to  thirty-three 
years.  A  glance  at  the  two  charts  should 
be  sufficient  to  convince  him  that  Plan  B 
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offers  much  greater  security  than  Plan  A, 
The  length  of  the  loan,  in  either  case,  is  so 
great  that  the  mortgagee  has  no  way  of 
foreseeing  changes  in  interest  rates  or  in 
the  value  of  the  dollar  over  the  entire 
period.  In  considering  the  relative  safety 
of  the  plans  there  are,  therefore,  just  two 
factors  to  compare:  the  ability  of  the 
purchaser  to  meet  the  monthly  payments 
and,  in  the  event  of  foreclosure,  the  proba- 
bility of  finding  a  new  purchaser.  It  is 
obvious  that  the  purchaser  will  have  a 
better  chance  of  meeting  his  monthly 
payments  since  they  are  on  a  constantly 
reducing  scale.  There  is  a  much  better 
chance  of  making  a  satisfactory  sale  if  it 
should  be  necessary.  Under  Plan  A,  for 
instance,  a  new  purchaser  at  the  end  of 
ten  years  would  be  required  to  make 
monthly  payments  of  about  $34.20, 
whereas  he  might  buy  a  brand-new  house 
with  monthly  payments  of  $34.90  if  we 
assume  that  there  has  been  no  change  in 
the  cost  of  land  and  buildings.  Can  there 
be  any  question  as  to  what  his  choice 
would  be  under  such  conditions?  Under 
Plan  B,  on  the  other  hand,  a  second 
purchaser  at  the  end  of  ten  years  will 
have  monthly  payments  of  about  $29. 
In  many  cases  this  differential  will  be  a 
sufficient  inducement  to  enable  the  origi- 
nal homeowner  to  make  a  sale  without 
incurring  a  loss;  he  will  have  something 
tangible  to  offer  in  competition  with  the 
latest  gadgets  of  the  newly  built  specula- 
tive house.  In  any  event,  the  mortgagee 
will  be  able  to  effect  a  sale  without  loss. 
It  is  clear  that  the  interests  of  the  mort- 
gagee are  more  adequately  secured  under 
Plan  B  than  they  are  under  Plan  A. 

What  of  the  homeowner?  What  does 
he  get  in  return  for  his  willingness  to 
accept  the  simple  fact  that  the  useful  life 
of  the  building  will  not  exceed  fifty 
years?  We  have  already  seen,  in  the 
previous  paragraph,  that  he  will  have 
the  advantage  of  steadily  and  appreciably 
decreasing  monthly  payments.  In  the 
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relatively  rare  instance  where  the  pur- 
chaser occupies  the  house  for  as  long  a 
period  as  thirty  to  fifty  years,  he  will 
have  every  assurance  of  being  able  to 
maintain  the  monthly  carrying  charges. 
Under  present  conditions  homes  are 
frequently  purchased  when  the  owner 
has  reached  a  period  of  maximum  earn- 
ing capacity;  as  the  owner's  earning  capa- 
city decreases  in  later  years  he  is  often 
unable  to  maintain  the  level  payments 
required  by  present  financing  methods. 
If,  on  the  other  hand,  the  ower  finds  it 
necessary  to  sell  the  house  before  the 
mortgage  is  paid  off,  he  will  have  a 
much  better  chance  of  finding  a  pur- 
chaser, especially  if  the  settlement  charges 
have  been  reduced  to  a  nominal  $10  as 
suggested  above.  Assuming  no  change  in 
the  cost  of  living,  it  should  be  possible  to 
make  a  direct  sale  without  substantial 
loss  of  his  original  cash  investment;  even 
if  he  has  to  sell  through  a  broker  he  may 
salvage  half  the  original  cash  investment. 
In  the  event  he  desires  to  rent  the  prop- 
erty he  will  find  it  possible  to  do  so 
on  a  reasonable  basis.  The  combination 
of  steadily  decreasing  carrying  charges 
with  nominal  title-transfer  costs  will,  for 
the  first  time,  give  the  small  home  owner 
a  reasonable  chance  to  protect  his  slender 
equity. 

There  has  been  a  great  deal  of  ballyhoo 
about  the  virtue  of  home  ownership. 
Much  of  it  is,  no  doubt,  sincere  and  well 
intended.  Much  of  it,  however,  is  based 
on  the  fact  that  operative  builders  have 
preferred  to  build  for  sale  rather  than 
for  investment.  Let  us  look  at  the  facts 
dispassionately.  We  shall  find  that  the 
ownership  of  a  home  is  desirable  because 
maintenance  costs  can  be  kept  at  a  mini- 
mum and  because  it  gives  the  homeowner 
a  stake  in  the  community.  On  the  other 
hand,  even  the  small  10  per  cent  equities 
that  are  now  prevalent  usually  represent 
the  bulk  of  a  prospective  home  pur- 
chaser's savings.  He  should  not  be  asked 


Housing:  Costs 


to  invest  these  savings  as  a  result  of  prop- 
aganda in  favor  of  home  ownership.  The 
desire  to  own  a  home  is  sufficiently  strong 
in  most  families  that  it  does  not  need  any 
stimulation  other  than  that  of  protecting 
the  interests  of  the  homeowner.  I  believe 
that  the  suggestions  that  have  been  made 
above  will  make  home  ownership  eco- 
nomically sound  as  well  as  desirable;  the 
probability  of  a  loss  in  the  event  of  a 
forced  sale  has  been  considerably  reduced 
and  even  if  there  is  a  loss  there  is  a  good 
chance  that  it  will  have  been  offset  by 
economies  in  rental  during  the  period  of 
occupancy.  Furthermore,  if  transfer  costs 
are  reduced  to  a  purely  nominal  amount, 
in  order  to  be  able  to  make  the  down  pay- 
ment on  a  home,  the  homeowner  will 
require  cash  savings  of  only  10  per  cent 
of  the  sale  price,  instead  of  approximately 
13  per  cent  under  present  conditions. 
This  will  greatly  extend  the  available 
market  for  both  new  and  used  owner- 
occupied  dwellings  without  reducing  the 
security  of  the  mortgagee. 

During  the  decade  from  1930  to  1940, 
the  percentage  of  rented  dwellings  in 
cities  increased  from  56  to  62  per  cent. 
Even  if  we  make  the  conditions  of  home 
ownership  more  attractive,  it  is  almost 
certain  that  approximately  half  the  popu- 
lation will  still  rent  rather  than  buy  hous- 
ing. The  vicissitudes  of  employment,  as 
well  as  the  moderate  space  requirements 
for  young  couples  without  children,  will 
provide  a  continuing  demand  for  apart- 
ments. If  we  refer  to  Chart  V  in  Chap.  6, 
it  will  be  seen  that  the  biggest  single 
factor  entering  into  the  cost  of  large  apart- 
ment projects  is  that  of  operating  costs. 
Here  there  are  definite  possibilities  for 
great  improvements  and  reductions  in 
costs.  The  typical  rental  project  built 
prior  to  the  depression  was  usually  con- 
ceived as  a  speculation.  The  promoter 
unloaded  the  project  as  quickly  as  possi- 
ble and  did  not  concern  himself  too  seri- 


ously with  problems  of  management  and 
maintenance;  his  attention  was  centered 
primarily  on  building  the  project  within 
the  funds  made  available  by  the  con- 
struction loan.  Furthermore,  the  size  of 
the  operation  was  usually  kept  relatively 
small  so  that  the  building  could  be  sold 
more  readily  to  a  single  investor.  Experi- 
ence during  the  last  decade  has  shown 
that  substantial  reductions  in  operating 
costs  per  room  result  from  increasing  the 
size  of  the  project.  Requirements  estab- 
lished by  FHA  as  a  condition  for  mort- 
gage insurance  of  large  rental  projects 
have  resulted  in  a  more  careful  appraisal 
of  the  need  for  economy  in  operation  as 
well  as  in  capital  costs.  Operative  build- 
ers have  shown  a  greater  tendency  to 
develop  projects  which  they  had  some 
expectation  of  continuing  to  own.  It  is 
quite  likely  that  these  trends  will  con- 
tinue and  that  we  shall  find  ways  of 
reducing  maintenance  costs  and  thereby 
effecting  lower  rentals. 

To  what  extent  will  it  be  advisable  to 
reduce  construction  costs  by  reducing  the 
size  of  rooms  or  the  quality  of  construc- 
tion and  equipment?  Present  design  and 
construction  are  bad  enough  without 
making  them  any  worse.  One  of  the  basic 
fallacies  in  the  public  housing  program 
is  the  constant  pressure  to  reduce  con- 
struction costs  because  it  does  not  seem 
fair  and  reasonable  to  provide  a  better 
quality  of  housing  for  the  family  in  the 
$800  per  year  income  group  than  that 
which  the  family  with  an  annual  income 
of  SI, 500  can  rent  in  the  unsubsidized 
market.  The  savings  per  dwelling  unit 
that  can  be  effected  as  a  result  of  this 
pressure  for  economy  are  ridiculously 
small;  economies  cannot  be  made  in  the 
quality  of  construction  since  this  would  in- 
crease rentals  as  a  result  of  high  operating 
costs.  In  the  last  analysis,  nearly  all  the 
savings  must  be  made  by  sacrificing  the 
niceties  of  finish — and  then  the  critics 
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complain  about  the  barrack-like  appear- 
ance of  public  housing  projects.  It  should 
be  noted  also  that  many  suburban  com- 
munities are  by  no  means  anxious  to 
welcome  private  developments  consisting 
of  low-priced  houses,  even  if  the  builders 
were  clever  enough  to  produce  good  and 
attractive  homes  for  sale  at  $2,500.  These 
cheap  houses  require  the  same  school 
facilities  and  other  community  services 
needed  by  the  more  expensive  houses, 
and  suburban  county  officials  find  that 
the  taxes  based  on  such  low  assessments 
are  insufficient  to  pay  for  county  services. 
While  these  officials  cannot  directly  es- 
tablish minimum  cost  limitations,  they 
are  able  to  confront  the  developer  with 
many  difficulties  with  respect  to  subdivi- 


sion approvals.  It  is  doubtful,  therefore, 
whether  it  will  be  desirable,  at  present 
price  levels,  to  attempt  to  build  new 
houses  to  sell  for  less  than  $4,000  or  new 
apartments  to  rent  for  less  than  $14  per 
room  per  month,  including  heat,  hot 
water,  and  the  usual  services.1  If  new 
housing  is  built  any  more  cheaply  it  will 
be  unsatisfactory,  even  when  it  is  first 
built,  and  it  will  become  so  rapidly  obso- 
lete that,  unless  there  is  to  be  no  improvement 
in  our  standard  of  living,  it  will  not  be  good 
enough  even  for  the  lowest  income  groups  fifty 
years  from  now. 

1  These  sale  and  rental  prices  are  suggested  as  a 
rough  average  for  the  entire  country.  There  are 
many  localities  where  the  amount  indicated  is  too 
high  and  others  where  it  would  be  too  low. 
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Chapter  10 

Housing:  The  New  Deal  Decade 


MANY  of  the  experiments  that  the 
Federal  government  has  made 
in  the  field  of  housing  have  been 
disappointing.  This  does  not  mean,  how- 
ever, that  no  Federal  action  is  required; 
there  would  have  been  no  housing  legisla- 
tion if  there  had  not  been  a  definite  failure 
on  the  part  of  unaided  private  enterprise. 
Before  we  decide  to  throw  the  entire 
problem  back  to  undirected  private  ini- 
tiative, it  would  seem  advisable  to  review 
some  of  the  measures  we  have  tried  and 
attempt  to  discover  why  they  were  not 
satisfactory — and  also  to  recognize  the 
reasons  for  the  success  which  has  been 
achieved. 

The  Home  Owners'  Loan  Corporation,  the 
first  venture  of  the  Federal  government 
in  the  field  of  housing,  was  created  as  an 
emergency  salvage  operation.  Within  its 
restricted  field  of  operations  it  did  a  good 
job.  If  we  make  allowance  for  the  speed 
with  which  the  administrative  machinery 
had  to  be  established,  we  should  not  be 
too  critical  of  some  of  the  mistakes  that 
were  made.  The  achievements  were  truly 
remarkable.  Nearly  two  million  appli- 
cations from  homeowners  were  received 
during  the  three  years  beginning  June, 
1933,  and  ending  June,  1936.  Of  this 
number,  over  one  million  refinancing 
loans,  aggregating  approximately  three 
billion  dollars,  were  approved  and  closed. 
When  the  corporation's  lending  activities 
terminated,  it  was  found  that,  at  the 
time  the  home  was  refinanced  by  the 
HOLC,  the  average  mortgage  had  been 
more  than  two  years  in  default  on  the 
principal  and  interest  and  the  average 
homeowner  had  been  in  arrears  on  taxes 


from  two  to  three  years.  Nevertheless,  the 
corporation's  receipts  for  each  month  of 
the  fiscal  year  1937  averaged  over  90  per 
cent  of  the  billings.  Private  financing  of 
homes  had  reached  a  truly  chaotic  con- 
dition in  the  spring  of  1933.  Had  fore- 
closures taken  place  in  the  case  of  the 
million  homes  refinanced  by  the  HOLG, 
the  deflationary  effect  on  all  real  estate 
would  have  been  appalling;  many  addi- 
tional thousands  of  homeowners  whose 
financial  distress  was  not  sufficiently  acute 
to  entitle  them  to  HOLC  refinancing 
would  also  have  lost  their  homes.  The 
important  thing  to  remember  is  that  this 
calamity  was  averted  by  bold  and  vig- 
orous action  on  the  part  of  the  Fed- 
eral government — and  that  the  cost  to 
the  taxpayers  was,  relatively  speaking, 
insignificant. 

The  first  Federal  public  housing  pro- 
gram was  conceived  primarily  as  a  stimu- 
lant to  the  construction  industry,  which 
was  flat  on  its  back  in  1933.  The  mere 
enumeration  of  the  various  agencies  cre- 
ated to  deal  with  the  problem  is  an 
indication  of  some  of  the  difficulties  that 
have  been  encountered. 

The  Housing  Division  of  the  Public  Works 
Administration,  usually  referred  to  as  PWA 
housing,  was  the  first  to  tackle  the  job. 
For  a  while  it  was  hoped  that  construc- 
tion could  be  stimulated  by  Federal  loans 
to  limited-dividend  corporations  in  which 
private  capital  would  have  an  equity 
participation  of  15  per  cent.  Only  two 
such  projects  actually  reached  the  stage 
of  bricks  and  mortar.  It  then  became 
evident  that,  if  construction  was  to  be 
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revived  by  PWA  housing,  it  would  be 
necessary  to  proceed  with  Federally 
owned  projects.  A  limited  number  of  these 
public  housing  projects  were  built — and 
severely  criticized  because  of  the  high 
construction  costs  per  dwelling  unit.  The 
slum-clearance  phase  of  PWA  housing 
was  impeded  by  delays  due  to  litigation 
and  adverse  court  decisions  concerning 
condemnation  of  land  by  the  Federal 
government. 

The  Resettlement  Administration,  in  an 
effort  to  avoid  the  endless  delays  involved 
in  slum  clearance,  undertook  to  build 
entirely  new  communities  in  the  open 
country,  but  the  unit  costs,  in  some  in- 
stances at  least,  were  even  greater  than 
those  of  PWA  housing.  The  Resettle- 
ment Administration  was  soon  discon- 
tinued and  the  projects  that  had  been 
built  were  turned  over  to  the  Farm  Se- 
curity Administration. 

The  United  States  Housing  Authority  was 
created  in  1937  in  an  effort  to  return 
to  some  of  the  objectives  of  PWA  housing 
on  the  basis  of  the  experience  that  had 
been  gained  in  the  first  projects.  During 
the  period  from  1933  to  1937,  in  the 
meantime,  the  emphasis  had  shifted  from 
that  of  providing  work  to  that  of  pro- 
ducing housing  for  families  in  the  lowest 
income  group. 

In  1942,  in  a  merger  of  all  Federal 
housing  activities,  the  Federal  Public  Hous- 
ing Authority,  or  FPHA,  consisting  essen- 
tially of  the  USHA  organization,  was 
made  the  public  housing  division  of  the 
National  Housing  Agency.  The  FPHA  func- 
tions have  been  limited  entirely  to  war 
housing,  however,  and  the  operations 
of  the  USHA  constitute  the  latest  effort 
on  the  part  of  the  Federal  government  in 
the  field  of  public  housing  in  peacetime. 

The  act  creating  the  USHA  provides 
that  assisted  projects  shall  be  rented  solely 
to  families  whose  net  income  at  the  time 
of  admission  does  not  exceed  five  times 
the  rental,  certain  minor  allowances  being 
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made.  In  practice,  the  average  income 
group  served  had  an  annual  family  in- 
come of  approximately  $800,  with  a  mini- 
mum of  about  $450  and  a  maximum  of 
about  $1,150.  The  first  annual  report  of 
the  USHA  stated  that  its  program  "will 
serve  only  the  lowest  income  group  and 
will  supply  decent  housing  to  families 
having  only  about  half  the  income  that 
they  would  need  to  rent  or  purchase 
modern  homes  supplied  by  private  enter- 
prise. ...  In  short,  it  will  reach  down 
to  the  vast  majority  of  those  now  forced 
to  live  in  slums.  But  if  a  family  has  no 
income,  or  an  income  absolutely  inade- 
quate for  minimum  subsistence,  then  there 
is  no  practical  and  non-Utopian  way  to 
furnish  it  with  decent  housing  until  it 
receives  such  minimum  income,  either 
from  private  or  public  sources." 

The  USHA  did  succeed  in  materially 
reducing  the  average  construction  cost 
of  public  housing,  partly  because  it  was 
able  to  profit  from  the  experience  of  PWA 
and  RA  and  partly  because  maximum 
limits  of  cost  were  established  by  Congress. 
Federal  funds  were  made  available  only 
to  those  cities  which  were  enabled,  by 
state  legislation,  to  establish  local  housing 
authorities  having  the  power  to  condemn 
land  for  public  housing  purposes.  Thirty- 
eight  states  have  passed  enabling  legisla- 
tion and  over  six  hundred  local  housing 
authorities  have  been  created.  The  local 
authorities  are  given  a  considerable  degree 
of  latitude  in  the  inception  and  manage- 
ment of  projects  but  the  plans  and  speci- 
fications must  be  approved  by  USHA. 
The  detailed  technical  control  of  design 
and  construction  is  no  doubt  necessary 
under  the  financial  setup,  since  the  latter 
is  based  on  loans  and  grants  for  indi- 
vidual projects.  It  might  have  been  better 
to  make  loans  and  grants  available  to 
the  local  authorities  on  a  per  capita  or 
other  suitable  basis,  subject  only  to  Fed- 
eral audit  and  to  compliance  with  re- 
quirements of  a  more  general  nature. 
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This  would  have  stimulated  local  initia- 
tive and  resourcefulness  and  resulted  in 
a  variety  of  approaches  to  the  problem. 
Even  if  the  technical  results  achieved 
under  a  system  giving  full  control  to  the 
municipalities  had  been  inferior  to  those 
achieved  by  our  present  methods,  the 
price  would  scarcely  have  been  too  great 
to  pay  for  encouraging  the  cities  to  solve 
their  own  problems  in  their  own  way. 

Project  costs  are  financed  by  USHA 
loans  not  exceeding  sixty  years  and  not 
exceeding  90  per  cent  of  the  total  cost, 
at  an  interest  rate  jHj  per  cent  higher 
than  the  going  long-term  rate  of  Federal 
interest.  Local  authorities  are  required 
to  raise  at  least  10  per  cent  of  the  project 
cost  from  other  sources.  The  act  also 
provides  annual  grants,  which  may  not 
exceed  a  percentage  of  total  cost  equal 
to  1  per  cent  more  than  the  going  Federal 
rate  of  interest.  In  addition,  local  au- 
thorities are  required  to  make  annual 
contributions  to  the  project  equal  to  20 
per  cent  of  the  Federal  subsidy.  Subsidy 
contracts  can  run  up  to  sixty  years,  with 
the  right  of  review  by  USHA  at  the  end 
of  ten  years  and  every  five  years  there- 
after, so  that  payments  will  not  exceed 
the  minimum  necessary  to  maintain  the 
low-rent  character  of  the  property.  Local 
contributions  have  been  made  chiefly  in 
the  form  of  real-estate-tax  exemption. 
The  act  provides  for  an  alternative  sub- 
sidy based  on  an  outright  grant  of  25 
per  cent  of  the  project  cost,  but  this 
alternative  subsidy  has  not  been  used. 
The  financial  provisions  appear  to  be 
needlessly  complicated  and  indirect. 
Perhaps  the  reader  will  prefer  to  re- 
member that,  according  to  USHA  liter- 
ature, the  average  net  subsidy  by  the  Federal 
government  is  about  $75  per  year  per  family 
housed.* 


Let  us  assume  that  this  figure  of  $75 
per  year  per  family  is  correct  and  that 
approximately  one-third  the  population, 
or  13  million  families,  cannot  be  pro- 
vided with  decent  housing  by  private 
enterprise.  If  we  provided  public  housing 
for  all  these  13  million  families,  the  net 
Federal  subsidy  would  be  approximately 
1  billion  dollars  a  year.  I  do  not  question 
for  one  moment  that  we  could,  as  a 
nation,  afford  this  cost.  Does  anyone  be- 
lieve, however,  that  we  would  ever  build 
new  public  housing  for  13  million  families 
and  continue  to  restrict  its  occupancy 
to  the  lowest  income  group?  The  advo- 
cates of  public  housing  frequently  com- 
pare it  to  public  education;  they  ignore 
the  fact  that  our  public  schools  are  open 
to  all  citizens  on  an  equal  basis.  The 
family  that  can  afford  to  do  so  may  choose 
to  send  its  children  to  a  private  school 
but  it  has  the  right  to  send  them  to  the 
public  school.  Most  of  the  difficulties  we 
have  encountered  as  a  result  of  our  pres- 
ent public  housing  methods  arise  from 
two  unwarranted  assumptions:  First,  that 
we  should  provide  new  housing  for  the 
families  in  the  lowest  income  group,  and 
secondly,  that  this  housing  must  be  built  in 
substantially  the  same  sections  of  the  city  that 
are  now  inhabited  by  these  families. 

The  fallacy  of  the  first  assumption  is 
revealed  in  the  requirements  for  tenant 
selection  in  public  housing  projects.  New 
housing  is,  necessarily,  vastly  superior  to 
the  slums  which  it  replaces — or  there 
wouldn't  be  much  purpose  in  building 
it.  Yet,  because  of  public  subsidies,  low 
interest  rates,  and  excessively  long  amorti- 
zation, these  modern  dwelling  units  are 
offered  at  very  low  rentals  which  the  slum 
dwellers  can  afford.  Instead  of  the  nor- 
mal competition  for  tenants  which  stimu- 


1  Presumably  this  net  subsidy  is  calculated  by 
deducting  from  the  actual  subsidy  an  amount  equal 
to  the  %  per  cent  per  year  profit  that  the  Federal 
government  makes  on  the  loans  to  the  local  housing 
authorities.  In  any  comparisons  with  private  housing, 
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however,  the  low  interest  rates  and  the  excessively 
long  amortization  period  available  to  public  housing 
are,  in  effect,  a  form  of  subsidy,  even  if  no  considera- 
tion is  given  to  the  loss  in  Federal  taxes  resulting 
from  the  use  of  tax-exempt  securities. 
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lates  progress  on  the  part  of  builders  in 
anticipating  the  needs  and  desires  of  the 
population,  we  find  that  the  competition 
is  in  the  reverse  direction.  There  are  so 
many  applicants  for  apartments  that  they 
must  be  carefully  qualified  on  the  basis  of 
lengthy  questionnaires.  The  family  in- 
come must  not  be  too  low  but,  even  more 
important,  it  must  not  be  too  high.  It  is 
somewhat  degrading  to  the  applicants 
to  submit  them  to  questionnaires  and 
"means  tests."  Only  a  very  small  portion 
of  the  applicants  can  be  housed,  however, 
hence  they  must  be  selected  on  the  basis 
of  a  careful  study  of  the  relative  merit  of 
each  case;  any  other  procedure  inevitably 
results  in  charges  of  favoritism. 

But  what  of  the  families  just  above  the 
maximum  levels  of  income  established  by 
housing  authority?  They  are  unable  to 
buy  or  rent  dwellings  or  apartments  as 
good  as  those  provided  for  the  families  in 
the  lowest  income  group.  It  is  only  natural 
that  they  should  be  dissatisfied.  If  their 
needs  are  met  by  public  housing  we  shall 
soon  cease  to  have  a  dividing  line  between 
public  and  private  housing.  Once  we 
eliminate  the  so-called  "twilight  zone" 
we  shall  be  unable  to  differentiate  be- 
tween the  functions  of  public  and  private 
housing.  If  the  claims  of  the  families  in 
the  "twilight  zone"  are  ignored,  how- 
ever, it  is  inevitable  that  they  will  add 
their  opposition  to  that  of  the  real-estate 
interests,  and  public  housing  will  be 
doomed. 

At  any  given  time,  in  any  city,  only  a 
small  portion  of  the  total  housing  is  new, 
and  there  does  not  seem  to  be  any  com- 
pelling reason  why  it  should  be  occupied 
by  any  predetermined  portion  of  the 
population.  Once  we  give  up  the  attempt 
to  provide  new  housing  only  for  the  low- 
est income  groups,  we  shall  find  it  possible 
to  provide  inducements  and  controls  that 
will  permit  us  to  house  all  portions  of  the 
population  adequately  without  conflicting 
with  the  normal  incentives for  self-improvement 


on  which  our  competitive  society  is  based.  We 
will  then  be  rid  of  the  inconsistencies  of 
our  present  methods  under  which  a  small 
fraction  of  the  families  in  the  $800  per 
year  income  group  are  able  to  enjoy  a 
better  quality  of  housing  than  those  in 
the  $1,600  per  year  income  group.  The 
tenant  in  a  public  housing  project  whose 
income  is  $1,400  per  year  will  no  longer 
fear  eviction  because  he  has  the  prospect 
of  a  slight  raise  in  pay.  We  shall  no  longer 
build  new  housing  for  the  lowest  income 
group  which  is  better  than  the  average 
for  the  entire  nation.  Nor  shall  we  be 
tempted  to  avoid  this  inconsistency  by 
lowering  the  standards  of  design  and  con- 
struction for  public  housing.  The  quality 
of  both  public  and  private  housing  is 
already  lower  than  it  should  be  if  we 
expect  it  to  be  suitable  for  even  the 
lowest  income  groups  fifty  years  from 
now,  unless  we  have  lost  all  faith  in  our 
capacity  for  progress. 

How  did  we  ever  reach  the  conclusion 
that  the  occupants  of  slums  should  be 
housed  in  new  buildings  anyway?  Per- 
haps this  conclusion  was  partly  due  to 
romantic  ideasbased  on  Cinderella  stories. 
There  is  something  pathetic  in  the  before- 
and-after  photographs  we  see  of  a  slum 
family  transplanted  to  a  brand-new  apart- 
ment and  enjoying  the  advantages  of 
modern  kitchens  and  bathrooms.  Insofar 
as  the  idea  of  new  buildings  for  slum 
dwellers  was  based  on  reason,  however, 
it  was  the  result  of  the  second  assumption 
of  public  housers — that  the  slum  dwellers 
should  be  rehoused  in  substantially  the 
same  sections  of  the  city  which  they  now 
inhabit.  This  thought  is  by  no  means 
confined  to  public  housers.  The  operative 
builders  are  becoming  interested  in  urban 
redevelopment,  and  many  of  them  be- 
lieve that  they  could  build  new  housing 
to  replace  the  slum  dwellings  if  the  ten- 
ants were  given  a  rental  subsidy  by  the 
government — and  no  doubt  they  could, 
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but  they  would  be  repeating  the  essential 
fallacies  of  our  present  public  housing.  If, 
however,  we  think  in  terms  of  real  city 
planning  and  in  terms  of  a  continuous 
flow  of  tenants  and  homeowners  through 
buildings  of  various  age  groups,  we  shall 
reach  quite  different  conclusions.  We  shall 
find  that  most  of  the  slum  and  blighted 
areas  are  excellently  located  for  the  con- 
struction of  new  housing  to  be  rented  at 
economic  rents,  provided  that  the  work 
can  be  undertaken  on  a  scale  large  enough 
to  change  the  entire  character  of  the 
neighborhood.  We  shall  also  find  that  it 
will  be  possible  to  serve  all  income  levels 
of  the  population  through  a  process  of 
decantation,  in  which  there  is  a  constant 
stream  of  good  new  housing  and  a  con- 
stant demolition  of  unfit  housing. 

When  the  FHA  (Federal  Housing  Ad- 
ministration) was  created  in  1934,  the 
construction  of  new  housing  had  almost 
come  to  a  standstill.  Since  mortgage 
money  for  new  projects  was  practically 
unavailable,  it  is  natural  that  the  Federal 
government  should  have  attempted  to 
restore  the  confidence  of  lenders  by  insur- 
ing their  risks.  The  FHA,  devised  largely 
for  the  purpose  of  permitting  operative 
builders  to  resume  their  activity,  pro- 
vided three  principal  stimulants:  federal 
insurance  of  property-improvement  loans, 
home  mortgages,  and  rental  housing 
mortgages.  Property-improvement  loans 
were  an  important  phase  of  FHA  opera- 
tions in  1935  and  1936.  They  are,  how- 
ever, of  little  interest  to  the  city  planner 
or  to  the  student  of  housing. 

It  is  in  the  field  of  home  mortgages 
that  the  influence  of  the  FHA  has  been 
most  pronounced  and,  on  the  whole, 
beneficial.  By  establishing  the  machinery 
for  insuring  mortgage  lenders  against  loss, 
mortgage  money  was  thawed  out  and 
credit  for  home  construction  became 
available.  In  theory  FHA  mortgage  lend- 
ers are  protected  against  loss  by  an  annual 


premium  amounting  to  3^  of  1  per  cent 
of  the  amount  of  the  loan.  The  insurance 
premiums  are  paid  to  a  mutual  mortgage 
fund  operated  by  the  FHA.  The  act  pro- 
vided, however,  that  payment  of  losses 
incurred  by  the  fund  would  be  in  the 
form  of  3  per  cent  FHA  debentures  and 
that  these  debentures  would  be  guaran- 
teed by  the  Federal  government  in  the 
case  of  all  mortgages  insured  prior  to 
July  1,  1937.  This  Federal  guarantee 
has  been  extended  repeatedly  and  is  still 
in  effect.  The  homeowner  is  required  to 
pay,  in  addition  to  4^  per  cent  interest, 
%  per  cent  mortgage  insurance  each  year, 
purely  for  the  benefit  of  the  lender,  but 
this  insurance  of  the  loan  has  not  been 
sufficiently  attractive  to  the  lenders  with- 
out the  Federal  guarantee.  If  private 
capital  is  unwilling  to  take  the  risk  of 
lending  without  Federal  backing  of  the 
FHA  debentures,  one  may  be  permitted 
to  wonder  why  it  should  earn  the  rela- 
tively high  interest  rate  of  4^  per  cent 
on  home  mortgages. 

Although  the  concessions  made  to  pri- 
vate capital  may  appear  excessive,  the 
FHA  mortgage-insurance  plan  has  made 
several  definite  contributions  in  the  field 
of  home  mortgages:  It  has  popularized 
the  long-term,  fully  amortized  mortgage; 
it  has  eliminated  the  costly  and  unsatis- 
factory second  mortgage;  interest  rates, 
inclusive  of  mortgage-insurance  premium, 
have  been  reduced  in  comparison  with 
predepression  rates  and  they  have  been 
made  more  nearly  uniform  throughout 
the  country;  the  interests  of  the  lender 
and  homeowner  are  safeguarded  by  a 
closer  scrutiny  of  the  value  of  the  property 
and  the  ability  of  the  borrower  to  pay 
for  his  home;  a  substantial  beginning  has 
been  made  in  devising  reasonably  ade- 
quate standards  of  design  and  construc- 
tion; the  increase  in  the  loan  ratio 
permitted  in  the  case  of  houses  appraised 
at  less  than $6,000  has  definitely  stimulated 
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the  operative   builder  to  produce   new 
housing  at  a  lower  sale  price. 

The  chief  failure  of  the  FHA  is  in  the 
field  of  rental  housing.  This  failure  ap- 
pears to  be  due  primarily  to  a  lack  of 
realism  on  the  part  of  the  framers  of  the 
original  legislation.  Doubtless  Congress 
assumed  that  when  it  authorized  the  in- 
surance of  80  per  cent  loans  in  lieu  of 
the  prevailing  60  per  cent  loans  it  was 
providing  more  liberal  terms  for  the  build- 
ers of  rental  housing.  The  so-called  "60 
per  cent  loans,"  however,  were  pure  fic- 
tion. Many  of  the  large  speculative  build- 
ers of  rental  housing  operated  with  a 
very  small  amount  of  cash.  Even  those 
who  were  in  a  good  cash  position  did 
not  propose  to  leave  any  substantial  part 
of  their  capital  in  a  rental  housing  project. 
Had  they  used  their  capital  for  this  pur- 
pose they  would  have  had  to  quit  after 
building  two  or  three  projects.  In  gen- 
eral, no  large-scale  rental  project  was 
undertaken  unless  the  loan  was  sufficient 
to  pay  for  the  entire  cost  of  land,  build- 
ing, carrying  charges,  and  fees — except 
in  those  instances  where  the  landowner 
was  willing  to  take  payment  for  his  land 
in  the  form  of  a  second  mortgage  or  pre- 
ferred stock  or  where  similar  arrange- 
ments could  be  made  with  subcontractors, 
contractors,  and/or  architects  for  a  part 
of  their  profit.  The  private  financing  of 
large-scale  rental  housing  was,  almost  of 
necessity,  based  upon  padded  appraisals. 
Both  lender  and  borrower  understood 
that  this  was  so;  in  spite  of  financial 
statements  that  misrepresented  the  facts, 
it  is  unlikely  that  there  was  much  actual 
deception  between  the  borrower  and  the 
loan  committee.  The  sponsors  of  the  legis- 
lation should  have  realized  that  the  FHA 
could  not  operate  on  the  basis  of  the 
misrepresentation  which  was  customary 
in  private  mortgage  negotiations.  In  ac- 
tual practice  the  80  per  cent  appraisal 
could  be  sufficient  only  if  the  land  were 
appraised  on  the  basis  of  its  earning 
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capacity  rather  than  on  that  of  its  market 
value.  During  the  first  year  or  two  the 
land  appraisal  was  based  on  the  residual 
valuation  theory  and  it  was  possible  to 
proceed  with  a  few  projects.  When,  as  a 
result  of  congressional  criticism,  the  basis 
for  land  appraisal  was  changed  from  re- 
sidual value  to  actual  cost,  the  death 
sentence  was  passed  on  the  large-scale 
rental  housing  section  of  FHA. 

We  have  already  noted  one  other  defect 
of  FHA  financing  in  Chaps.  6  and  9 — 
the  use  of  a  level  payment  throughout 
the  life  of  the  loan  for  combined  amorti- 
zation, mortgage  insurance,  and  interest. 
This  means,  in  practice,  that  any  reduc- 
tion in  rentals  corresponding  with  in- 
creasing obsolescence  will  jeopardize  the 
financial  soundness  of  the  project.  Unless 
there  is  some  price  inflation,  the  older 
projects  will  be  unable  to  compete  with 
the  newer  buildings  since  both  types  of 
project  will  have  approximately  the  same 
rent  per  room;  the  only  real  safeguard 
against  foreclosures  under  our  present 
FHA  financing  is  a  moderate  amount  of 
price  inflation.  This  objection  is,  how- 
ever, equally  valid  with  respect  to  private 
mortgage  lending  which  is  not  based  on 
FHA  insurance.  In  spite  of  its  limitations, 
the  FHA  is  one  of  the  most  popular  of 
all  New  Deal  agencies.  It  has  made  a  sub- 
stantial beginning  in  that  partnership  be- 
tween business  and  government  on  which 
a  more  substantial  program  for  housing 
and  city  planning  can  be  based. 

We  have  seen,  from  this  brief  summary 
of  government  efforts  in  the  field  of  hous- 
ing, that  most  of  the  methods  we  have 
tried  have  been  only  partial  solutions. 
As  each  symptom  of  trouble  became  acute 
we  devised  some  specific  remedy.  The 
conflicts  in  the  various  Federal  agencies 
devised  to  implement  these  remedies  have 
led  to  grouping  them  in  one  administra- 
tion, the  National  Housing  Agency.  The 
change  seems  to  have  been  almost  en- 
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tirely  administrative;  the  essential  con- 
flicts and  inconsistencies  still  remain. 
Perhaps  this  is  just  as  well.  It  has  been 
necessary  to  concentrate  our  attention 
on  winning  the  war  and  no  thorough 
reorientation  of  policy  was  to  be  expected 


during  the  emergency.  With  the  coming 
of  peace,  however,  it  is  time  to  develop  a 
housing  program  that  will  meet  human 
needs  for  adequate  shelter  and  at  the 
same  time  meet  the  needs  of  the  national 
economy  and  those  of  the  city. 
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WHAT  do  we  wish  to  accomplish 
in  the  field  of  housing?  Is  it  to 
tear  down  the  slums  and  erect 
new  sanitary  dwellings  in  the  same  gen- 
eral location  for  families  in  the  same 
income  group?  I  do  not  believe  so.  This 
solution  was  merely  the  first  one  that 
occurred  to  us  in  our  haste  to  provide 
both  work  and  shelter  in  the  emergency 
of  the  great  depression.  The  adoption  of 
this  policy,  however,  led  to  public  hous- 
ing— and  now  public  housing  is  being 
vigorously  attacked  by  operative  builders, 
real  estate  boards,  and  building  and  loan 
associations.  About  the  only  area  of  agree- 
ment between  public  and  private  housers 
is  the  recognition  that  there  is  a  housing 
problem.  We  may  also  infer  the  existence 
of  the  problem  from  the  1 944  Republican 
platform  which  states  that  it  favors  "the 
stimulation  of  State  and  local  plans  to 
provide  decent  low-cost  housing  properly 
financed  by  the  Federal  Housing  Ad- 
ministration, or  otherwise,  when  such 
housing  cannot  be  supplied  or  financed 
by  private  sources."  While  this  platform 
plank  does  not  afford  much  clue  as  to 
how  the  solution  is  to  be  found,  it  is 
important  if  we  take  it  as  an  expression 
of  relatively  conservative  opinion  in 
America.  One  of  the  most  essential  ele- 
ments of  a  successful  housing  program 
is  that  it  should  have  a  reasonable  degree 
of  support  from  both  conservative  and 
progressive  opinion.  Any  other  solution 
will  be  subject  to  complete  reversal  as  a 
result  of  political  vicissitudes.  Housing 
is  necessarily  based  on  long-term  financ- 
ing, and  changes  in  public  policy  will 
therefore  be  more  disturbing  to  private 
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enterprise  than  policy  changes  that  affect 
the  production  and  sale  of  consumer 
goods.  City  planning  must  be  based  on 
long-range  thinking  and  must  not  be 
subjected  to  unnecessary  political  haz- 
ards. A  succession  of  housing  policies 
that  vacillate  between  conflicting  theo- 
ries may  be  as  bad  as  or  worse  than 
continued  adherence  to  a  mediocre  pro- 
gram. For  this  reason  we  may  as  well 
continue  our  present  public  housing 
methods,  in  spite  of  their  recognized  limi- 
tations, until  we  are  prepared  to  adopt 
a  genuine  alternative. 

Public  housing  has  been  predicated 
on  the  assumption  that  it  does  not  com- 
pete with  private  enterprise,  since  every- 
one knows  that  new  housing  for  the  lowest 
income  groups  cannot  be  provided  at 
economic  rentals.  The  public  housers 
have  lost  sight  of  the  fact  that  the  whole 
housing  industry  is  based  on  a  continuous 
flow  of  occupants  whose  income  varies 
in  inverse  ratio  to  the  age  of  the  building. 
If  new  housing  is  built  for  families  of 
low  income  it  must,  except  for  the  factor 
of  increased  population,  result  in  an  equiv- 
alent reduction  in  the  amount  of  housing 
produced  for  families  in  all  other  income 
levels.  For  it  is  not  possible  to  provide  new 
dwelling  units  unless  (1)  there  is  an  in- 
crease in  the  number  of  families  to  be 
housed,  (2)  we  demolish  existing  dwelling 
units,  or  (3)  we  disregard  the  vacancy 
ratio.  Our  principal  reliance  in  the  past 
has  been  on  the  increased  total  demand; 
with  population  growth  tapering  off,  how- 
ever, this  factor  will  be  of  decreasing 
importance.  Once  we  have  made  up  the 


Housing:  A  Program 


shortage  resulting  from  underbuilding 
during  the  depression  and  during  the 
Second  World  War,  we  shall  find  that 
the  big  demand  for  new  housing  will 
result  from  the  destruction  of  obsolete 
buildings.  The  principal  field  for  new 
dwelling  units  may  then  be  preempted 
by  public  housing  if  we  continue  to  as- 
sume that  the  de-housed  families  are  to 
be  rehoused  in  the  same  general  neigh- 
borhood at  the  same  rental  level.  It  is 
obvious  that  we  cannot  resort  to  the 
third  possibility  and  ignore  the  vacancy 
ratio  without  jeopardizing  the  interests 
of  equity  owners  and  mortgagees. 

Let  us  try  a  different  approach  to  the 
problem.  Let  us  suppose  that,  as  a  first  step, 
we  merely  devise  a  program  requiring 
the  progressive  and  continued  demoli- 
tion of  substandard  housing  and  the  as- 
sembly of  the  land  by  the  city  as  described 
in  Chap.  5.  We  may  then  consider  what 
additional  steps  will  be  required  in  order 
to  satisfy  the  human  needs  for  housing. 
It  will  be  relatively  simple  to  pick  out 
the  worst  housing  and  have  it  torn  down 
if  we  are  not  confronted  with  the  problem 
of  utilizing  the  land  immediately — and 
assuming  that  we  have  devised  the  finan- 
cial machinery  that  will  be  required. 
What  happens  when  we  tear  down  this 
housing?  Obviously,  if  we  had  the  right 
number  of  dwelling  units  in  the  city  be- 
fore the  demolition,  we  won't  have  enough 
housing  after  the  demolition.  If  we  started 
with  a  surplus  of  housing,  we  shall  have 
improved  the  condition,  but  if  there  was 
already  a  shortage  it  will  have  been 
aggravated. 

But  what  is  the  right  number  of  dwell- 
ing units  for  a  city?  We  should  have  an 
answer  to  this  question  before  we  start 
any  demolition.  For  the  landlord  a  per- 
centage of  vacancy  of  zero  is  more  than 
satisfactory;  for  the  tenant,  however,  it 
may  be  thought  that  the  vacancy  ratio 
cannot  be  too  high.  But  the  tenant  is 
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also  a  worker  and  desires  employment. 
Even  though  he  is  not  employed  in  the 
building  trades  it  is  not  to  his  advantage, 
as  a  worker,  to  have  the  percentage  of 
vacancy  so  high  that  it  imperils  the  entire 
mortgage  structure,  with  unfortunate  re- 
percussions on  the  whole  national  econ- 
omy. A  vacancy  ratio  of  about  5  per  cent 
would  be  fair  to  both  landlord  and  ten- 
ant, sufficiently  high  to  afford  the  tenant 
reasonable  selection  and  yet  sufficiently 
low  to  safeguard  the  interests  of  mort- 
gagees and  equity  owners.  It  is  certainly 
not  too  difficult  for  the  municipal  au- 
thorities to  count  the  number  of  families 
and  the  number  of  dwelling  units  in  a 
city.  Once  this  census  has  been  taken 
it  will  be  a  simple  routine  matter  to  keep 
it  current  once  a  year  or,  if  necessary, 
once  every  six  months.  By  this  method 
the  city  will  determine  the  vacancy  ratio, 
except  for  the  factor  of  doubling  up. 
Moreover,  it  would  be  easy  to  determine 
the  amount  of  doubling  up  that  existed 
at  the  time  of  the  original  city-wide  cen- 
sus of  dwelling  units  without  materially 
increasing  the  cost  of  this  census.  Let  us 
assume,  then,  that  the  city  will  devise 
reasonably  accurate  means  for  providing 
information  concerning  the  total  number 
of  families  to  be  housed  and  the  total 
number  of  dwelling  units  available,  as 
well  as  the  approximate  vacancy  ratio. 
This  is  a  service  that  the  municipality 
should  perform;  without  this  informa- 
tion both  public  and  private  housing 
must  operate  on  the  basis  of  guesswork. 
In  order  to  make  the  succeeding  steps 
a  little  easier  to  grasp,  let  us  consider  a 
hypothetical  case — a  city  with  100,000 
dwelling  units  and  95,000  families,  living 
in  90,000  dwellings  or  apartments  rang- 
ing in  character  from  A  (the  luxury  group) 
down  through  B  (good),  C  (bad),  and 
D  (very  bad)  housing.  We  start  with  a 
1 0  per  cent  vacancy  ratio,  which  is  higher 
than  it  should  be  and  is  discouraging  to 
promoters  of  new  buildings.  This  exces- 
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sive  vacancy  ratio  is  caused,  however, 
by  5,000  families  which  are  living  doubled 
up,  mostly  in  C  and  D  housing.  It  is 
probable  that  not  more  than  10  per  cent 
of  these  families  are  living  in  this  fashion 
by  choice.  A  certain  amount  of  doubling 
up  may  take  place  as  a  matter  of  prefer- 
ence on  the  part  of  some  families.  In- 
voluntary crowding,  however,  is  ordi- 
narily the  result  of  an  actual  shortage 
of  dwelling  units  or  inability  of  the  fami- 
lies involved  to  pay  the  rentals  required 
for  available  housing. 

If  we  consider  merely  the  number  of 
dwelling  units  available,  it  would  appear 
to  be  quite  safe  to  tear  down  3,000  of 
the  D  (very  bad)  units;  the  tenants  of 
the  demolished  housing  could  find  living 
accommodations  in  vacant  B,  C,  and  D 
units.  The  vacant  D  units  are  all  very 
bad,  however,  and  presumably  the  former 
tenants  of  the  demolished  housing  would 
have  selected  B  or  C  dwellings  in  the  first 
place  if  they  could  have  afforded  to  do 
so.  If  we  take  care  of  the  human  needs 
for  shelter,  therefore,  it  will  be  necessary 
to  assist  the  de-housed  tenants  to  pay  for 
the  better  accommodations  they  can 
readily  find  in  the  vacant  B  and  C  dwell- 
ing units.  A  payment  of  approximately 
$12  per  month  per  family  would  proba- 
bly be  sufficient.1  A  more  equitable  basis 
for  payment  might  be  from  $2  to  $3  per 
month  per  member  of  a  family,  thus  recog- 
nizing the  greater  difficulties  that  will 
be  encountered  by  large  families.  Which- 
ever method  is  used,  however,  the 
amounts  paid  to  families  or  members 
of  families  that  are  de-housed  should  be 
uniform.  Whatever  the  cost  may  be,  it  is 
properly  chargeable  to  the  community 
since  these  families  did  not  ask  to  be  de- 
housed.  An  amount  that  is  deemed  fair 
and  reasonable  should  be  established  for 
all  redevelopment  projects  throughout 

1  The  amount  suggested  is,  of  course,  only  a  rough 
approximation  and  would  vary  in  different  cities  at 
different  times.  The  determination  of  a  reasonable 
amount  could  be  left  to  the  local  housing  authority. 


the  city,  with  the  understanding  that  the 
payments  would  continue  for  a  definite 
period  not  exceeding  ten  years.  These 
monthly  compensation  payments  should 
be  granted  automatically  regardless  of 
the  need  of  individual  families.  There  is 
no  need  to  humiliate  people  unnecessarily 
by  subjecting  them  to  a  "means"  test, 
and  there  should  never  be  any  occasion 
for  the  slightest  suspicion  of  favoritism, 
political  or  otherwise.  The  community 
is  merely  trying  to  correct  some  of  the 
mistakes  of  the  past  and  there  is  no  need 
for  penalizing  the  tenants  that  are  de- 
housed  by  slum  clearance  any  more  than 
there  is  for  penalizing  the  owners  of  slum 
property  by  attempting  to  acquire  their 
buildings  at  less  than  market  value.  It 
is  to  be  noted  that  neither  public  nor 
private  housing  methods  have  given  suffi- 
cient attention  to  the  problem  of  the 
de-housed  tenant.  If  any  families  are  to 
be  aided  by  the  public,  however,  the 
tenants  de-housed  as  a  result  of  slum 
clearance  certainly  have  the  greatest  equi- 
table claim  on  any  aid  to  be  extended. 
Furthermore,  this  aid  is  free  from  the 
taint  of  charity  because  the  city  is  simply 
reimbursing  these  families  for  the  added 
expense  that  they  will  incur  through  no 
fault  of  their  own  and  purely  as  a  result 
of  operations  that  will  be  beneficial  to 
the  entire  community.  For  this  reason  I 
believe  that  the  recipients  of  the  monthly 
payments  should  be  free  to  spend  or 
waste  this  money  as  they  see  fit,  with 
one  exception — the  payments  should  ter- 
minate automatically  if  the  recipient 
family  decides  to  double  up  with  another 
family.  There  is  no  reason  why  the  public 
should  subsidize  overcrowding. 

To  return  to  our  hypothetical  city,  let 
us  assume  that  we  have  destroyed  3,000 
dwelling  units  in  slum  areas.  The  vacancy 
ratio  has  now  been  decreased  from  10  to 
7  per  cent.  Since  there  were,  undoubt- 
edly, doubled-up  families  among  those 
that  were  de-housed,  the  vacancy  ratio 
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may  be  even  slightly  under  7  per  cent. 
At  this  stage  of  development  operative 
builders  will  not  need  much  stimulation, 
especially  if  they  realize  that  the  deliber- 
ate plan  of  the  community  is  gradually 
to  achieve  and  then  to  maintain  a  5  per 
cent  vacancy  ratio.  With  such  a  market 
available  to  them,  mortgage  lenders  will 
be  glad  to  lend  and  builders  will  be 
delighted  to  build  at  a  great  rate.  If  we 
assume  that  a  constant  5  per  cent  vacancy 
ratio  is  maintained,  the  rate  of  demolition 
will  become  a  function  of  the  rate  of 
investment.  The  pressure  of  funds  seek- 
ing investment  will,  except  in  periods  of 
depression,  demand  a  high  average  rate 
of  construction  and  this  will  in  turn  pro- 
duce a  high  rate  of  slum  demolition.  The 
process  will  be  automatic  to  a  large  de- 
gree. The  continuous  high  rate  of  con- 
struction will  absorb  the  large  savings 
that  result  from  a  high  rate  of  national 
production,  thus  helping  to  maintain  full 
employment  and  a  continuously  rising 
standard  of  living. 

Under  these  conditions  we  shall  soon 
destroy  all  the  dwelling  units  in  the  D 
group;  in  a  period  of  perhaps  fifteen 
years  we  shall  have  accounted  for  practi- 
cally all  the  housing  in  both  the  C  and 
D  groups.  The  slums  and  the  blighted 
areas  will  have  vanished  and  we  shall 
then  proceed  with  the  destruction  of  the 
habitable  but  drearily  mediocre,  and  by 
that  time  obsolescent  housing  of  the  B 
group.  It  isn't  really  so  difficult;  all  we 
have  to  do  with  our  cities  over  a  long 
period  of  time  is  to  tear  down  all  the 
buildings,  but  do  it  gradually  and  accord- 
ing to  plan  in  a  manner  that  is  not  incon- 
sistent with  normal  economic  incentives. 
But  how  about  all  those  poor  people  who 
will  constantly  be  shoved  out  of  Z),  C, 
and  B  houses?  Will  the  builders  build 
new  housing  for  only  those  in  the  A  and 
B  income  groups,  or  will  they  reach  down 
and  provide  new  housing  for  those  in  the 
C  and  D  income  groups? 
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Is  there  any  particular  reason  why 
people  in  the  lowest  income  group  must 
have  new  housing?  They  should  have  good 
housing,  by  all  means.  But  if  we  apply 
ourselves  consistently  to  the  demolition 
of  all  the  D  (very  bad)  and  all  the  C  (bad) 
dwelling  units,  we  shall  find  that  only 
good  housing  is  left.  We  have  seen,  more- 
over, that  FHA  mortgage  insurance  has 
already  stimulated  the  builders  to  reach 
down  into  a  broader  market  than  had 
heretofore  been  considered  attainable  for 
unaided  private  enterprise.  A  continua- 
tion of  the  same  type  of  mild  stimulation 
will  produce  new  housing  at  a  reasonably 
low  price.  There  is  no  point,  however, 
in  building  new  housing  that  is  not  defi- 
nitely superior  to  the  housing  which  it 
replaces.  At  present  1945  prices — and 
based  on  average  national  conditions — it  is 
doubtful  whether  new  housing  should 
be  built  to  sell  for  less  than  $4,000  or 
rent  for  less  than  $40  per  dwelling  unit 
per  month. 

If  we  think  in  terms  of  1937  incomes 
and  in  terms  of  the  usual  rule  that  a 
family  should  not  pay  more  than  twice 
its  annual  income  in  buying  a  house  or 
more  than  one-fifth  its  annual  income  in 
renting  a  house,  the  outlook  is  gloomy. 
If  we  refer  to  Chart  III  in  Chap.  3,  we 
might  conclude  that  not  more  than  18  per 
cent  of  the  families  could  afford  an  eco- 
nomic rent  for  new  housing.  Unfortu- 
nately, the  figures  given  in  the  chart 
include  rural  as  well  as  urban  families 
and  are,  therefore,  misleading;  but  they 
are  still  distressing,  even  if  allowance  is 
made  for  this  factor.  If,  however,  we 
think  in  terms  of  a  gross  national  product 
of  170  billion  dollars  in  the  postwar  years 
— and  it  will  have  to  be  at  least  that  if 
we  avoid  large-scale  unemployment — the 
average  annual  wage  will  probably  be 
about  $2,200.  If  we  apply  the  formula  to 
this  wage  we  find  that  a  $4,500  house 
will  be  just  within  reach  of  the  average 
worker. 
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Perhaps  the  most  important  factor  that 
has  been  generally  ignored  by  both  public 
and  private  housers  is  that  of  a  rising 
standard  of  living.  We  are  constantly  im- 
proving both  our  rate  of  production  per 
man-hour  and  the  variety  of  goods  pro- 
duced as  a  result  of  our  ceaseless  search 
for  new  methods  and  products.  If  we 
assume  that  we  are  able  to  avoid  large- 
scale  unemployment  it  is  inevitable  that 
there  will  be  an  indefinitely  continued 
improvement  in  our  standard  of  living. 
Furthermore,  improvements  in  materials 
and  methods  of  construction  continue  at 
an  accelerated  pace.  The  building  of  1950 
will  be  better  than  the  1940  edition  of 
the  same  type  and  will  be  inferior  to 
that  of  1960.  By  1960,  for  instance,  the 
same  type  of  family  that  is  satisfied  today 
with  a  good  modern  apartment  with  cen- 
tral heating  and  a  complete  electric  kitch- 
en will  be  insisting  on  having,  and  will 
be  able  to  pay  for,  air  conditioning  and 
other  devices  that  are  in  the  luxury  stage 
today.  It  is  difficult  to  evaluate  this  rise 
in  the  standard  of  living.  However,  an 
average  increase  of  1  per  cent  per  year 
would  be  an  excessively  conservative 
guess.  I  have,  therefore,  made  this  as- 
sumption in  preparing  Chart  VIII,  which 
shows  the  relationship  of  two  methods  of 
apartment  financing  to  this  hypothetical 
rise  of  1  per  cent  per  year  in  the  standard 
of  living.  In  preparing  this  chart  I  have 
made  the  further  assumption  that  this 
rise  would  be  evenly  distributed  over  the 
entire  population;  this  is  a  conservative 
assumption  because  it  is  more  likely  that 
high  income  taxes  on  the  one  hand  and 
minimum  wage  requirements  on  the  other 
will  tend  to  produce  a  more  evenly  dis- 
tributed national  income. 

Under  A,  which  represents  the  present 
method  of  financing  under  FHA  mort- 
gage insurance  for  large-scale  rental  hous- 
ing, there  is  an  increase  of  $1.50  in  the 
initial  rent  of  new  projects  built  at  ten- 
year  intervals;  this  increase  corresponds 
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with  the  increased  cost  of  facilities  made 
possible  by  the  rise  in  the  standard  of 
living;  it  does  not  represent  increased  cost 
for  the  same  accommodations,  for  the 
chart  is  based  on  the  assumption  of  a 
stable  price  index.  The  rental  for  each 
project  continues  at  a  rate  that  is  prac- 
tically level;  the  families  in  the  lower 
income  group,  in  spite  of  their  increased 
income,  are  generally  unable  to  pay  an 
economic  rent.  Of  course,  what  really 
happens  is  that  many  of  these  projects 
will  fail  financially  unless  they  are  saved 
by  price  inflation.  These  buildings  become 
available  to  the  lower  income  families, 
therefore,  only  as  a  result  of  bankruptcy 
or  price  inflation. 

Under  B,  I  have  indicated  the  rental 
scale  based  on  the  suggestions  that  I 
made  in  Chap.  6.  It  will  be  seen  that 
the  steady  and  appreciable  downward 
trend  in  rentals  on  which  the  financing 
has  been  predicated  assures  the  project 
of  a  steady  flow  of  tenants  as  its  age 
increases.  It  also  brings  families  in  the 
lower  income  groups  increasingly  within 
reach  of  decent  housing  at  economic 
rentals  which  they  can  afford.  This  plan 
will  consistently  encourage  the  construc- 
tion of  new  housing  at  an  initial  level 
that  will  be  sufficient  to  pay  for  those 
items  of  equipment  and  finish  without 
which  a  new  building  is  partly  obsolete  even 
when  it  is  Jirst  built.  It  will  be  noted  also 
that,  at  the  end  of  the  fiftieth  year,  the 
building  is  demolished,  thus  automati- 
cally making  way  for  its  successor.  Even 
though  it  is  recognized  that  this  chart  is 
based  on  several  conservative  assump- 
tions, it  is  a  sufficiently  close  approxima- 
tion to  furnish  at  least  one  valid  answer 
to  the  problem  of  producing  good  hous- 
ing at  economic  rentals  for  all  income 
groups. 

It  is  true  that  the  limitation  in  rentals 
envisaged  in  the  chart  applies  to  only 
those  buildings  that  have  been  financed 
on  the  basis  of  forty-year  loans  with  equal 
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CHART  VIII 
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per  cent  amortization  payments  and 
2  per  cent  yearly  decreases  in  taxes.  If 
all  the  new  buildings  erected  in  redevelop- 
ment projects  were  financed  on  this  basis, 
however,  it  would  not  be  many  years 
before  the  effect  of  this  decreasing  scale 
in  rentals  would  make  itself  felt  in  the 
balance  of  the  housing  market.  It  is  for 
this  reason  that  I  suggested  that  the 
monthly  payments  to  de-housed  tenants 
be  limited  to  a  period  of  ten  years.  If 
this  ten-year  period  were  too  short  to 
avoid  undue  hardship,  the  period  could 
be  increased.  If,  however,  we  are  suc- 
cessful in  maintaining  full  employment 
and,  therefore,  increasing  the  standard 
of  living  while  rentals  in  existing  build- 
ings are  being  reduced,  we  shall  soon 
reach  the  goal  of  good  housing  for  all  at 
rentals  which  they  can  afford. 

By  a  process  of  decantation  there  will 
be  a  constant  and  gradual  improvement 
all  along  the  line,  with  a  minimum  of 
disturbance  to  the  normal  incentives 
which  are  necessary  for  our  system  of 
private  enterprise.  I  believe  that  this  pro- 
gram goes  as  far  in  the  direction  of  satis- 
fying the  human  needs  for  housing  as  is 
practicable  if  we  are  to  give  proper  recog- 
nition to  the  requirements  of  the  city 
and  of  the  nation.  After  all,  housing  is 
merely  one  of  many  needs;  even  the  work- 
er in  the  lower  income  group  is  more 
concerned  with  a  steady  job  at  fair  wages 
than  he  is  in  securing  the  advantages  of 
subsidized  housing. 

Public  housing  was  adopted  originally 
as  a  means  of  furnishing  employment, 
and  public  housers  correctly  point  out 
that  it  employs  private  builders  and  pri- 
vate architects  and  at  least  as  much  labor 
and  materials  per  average  dwelling  unit 
as  private  housing.  They  argue,  there- 
fore, that  it  would  be  just  as  easy  to 
stimulate  the  economy  with  public  hous- 
ing as  with  private  housing.  It  is  doubt- 
ful, however,  that  we  shall  ever  have  an 
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effective  volume  of  public  housing.  It 
is  even  more  doubtful  that  we  shall  have 
a  continuing  program.  The  inconsistency 
of  serving  only  a  small  portion  of  the 
lower  income  group  will  result  in  a  clamor 
on  the  part  of  those  who  are  excluded 
from  the  benefits  of  public  housing.  If 
the  upper  income  limit  is  increased,  the 
inherent  conflict  with  private  housing  is 
accentuated. 

From  the  point  of  view  of  the  national 
economy,  we  need  a  housing  program 
that  will  be  capable  of  absorbing  a  large 
volume  of  individual  savings  and,  prefer- 
ably, that  will  absorb  these  savings  in  the 
form  in  which  they  are  usually  made — 
life  insurance,  building  and  loan  associa- 
tion, and  savings  bank  accounts.  These 
funds  will  naturally  flow  into  mortgages 
if  the  cities,  with  the  aid  of  the  Federal 
government,  devise  a  method  of  main- 
taining a  constant  vacancy  ratio  by  means 
of  a  program  for  demolishing  obsolete 
housing  and  leasing  the  reassembled  land 
under  suitable  restrictions.  In  Chap.  19 
I  shall  discuss  a  method  whereby  equity 
participation  may  be  stimulated.  For  the 
present  it  is  sufficient  to  note  that  several 
suggestions  for  encouraging  equity  in- 
vestment in  rental  housing  and  home 
ownership  have  already  been  made  in 
previous  chapters — decreasing  tax  assess- 
ments based  on  a  fifty-year  building  life, 
a  lengthened  mortgage  period  with  fixed 
annual  amortization,  simplified  real-es- 
tate transfer,  etc.  Suitable  means  should, 
of  course,  be  provided  to  stimulate  con- 
struction in  periods  of  depression;  there 
may  be  an  insufficient  volume  of  in- 
vestment at  such  times,  as  a  result  of  a 
desire  to  maintain  maximum  liquidity. 
In  this  case  the  Federal  government  could 
make  loans  to  the  Municipal  Realty  Cor- 
poration and  the  latter  could,  in  turn, 
make  loans  to  private  development  com- 
panies. When  the  fear  of  depression  had 
passed,  the  mortgages  could  be  bought 
by  the  private  lending  institutions.  The 


Housing:  A  Program 


operations  of  the  Reconstruction  Finance 
Corporation  offer  ample  precedents  for 
this  procedure. 

Under  normal  conditions  both  mort- 
gage and  equity  capital  should  be  at- 
tracted to  the  housing  field  as  a  result  of 
the  measures  I  have  suggested.  If,  how- 
ever, private  capital  does  not  perform 
adequately  after  it  has  been  given  every 
opportunity  to  do  the  job,  there  should 
be  no  reasonable  objection  if  it  becomes 
necessary  for  the  government  to  under- 
take a  part  of  the  work.  In  this  fashion  we 
would  be  implementing  a  policy  of  leav- 
ing the  largest  possible  sphere  of  action 
for  private  enterprise  without  carrying 
the  principle  to  the  extreme  of  placing 
the  safety  of  the  national  economy  in 
jeopardy. 

If  we  base  our  housing  program  on  a 
continuous  flow  of  occupants  of  decreas- 
ing income  levels  through  buildings  of 
correspondingly  increasing  age,  we  must 
have  some  assurance  that  there  will  be, 
in  fact,  a  flow  of  occupants.  The  decanta- 
tion  process  can  be  enormously  stimu- 
lated by  the  tried  and  true  method  of 
providing  the  new  buildings  with  greater 
conveniences  and  more  attractive  appear- 
ance. Those  who  can  afford  to  do  so  will 
then  desire  to  move  into  the  new  housing, 
leaving  vacancies  that  will  be  filled  by 
those  who  are  in  a  slightly  lower  income 
group;  this  will,  in  turn,  create  a  new 
series  of  vacancies  to  be  filled  by  families 
in  a  still  lower  income  group.  Our  hous- 
ing system  now  operates  on  this  basis,  but 
it  does  so  very  sluggishly;  the  circulation 
is  air  bound  because  we  do  not  destroy  a 
sufficient  amount  of  obsolete  housing  to 
compensate  for  the  new  housing  which 
could  be  built  and  for  which  the  savings 
are  available.  It  is  easy  to  see  that  we 
shall  remove  the  greatest  obstacle  to  cir- 
culation by  getting  rid  of  the  older  build- 
ings so  as  to  maintain  a  constant  vacancy 
ratio.  But  there  is  at  least  one  other 
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important  factor  that  may  interfere  with 
the  flow  in  the  housing  system — restric- 
tions concerning  occupancy. 

From  the  point  of  view  of  our  demo- 
cratic ideals  it  is  unfortunate,  perhaps, 
that  some  of  us  should  want  to  live  in 
parts  of  the  community  which  are  re- 
stricted against  certain  elements  in  the 
population.  Restrictions  based  on  race  or 
creed  are  repugnant  to  the  spirit  of  a 
true  democracy,  but  the  great  majority 
of  Americans  are  not  willing  to  do  with- 
out them  in  their  private  lives.  It  will  be 
a  mistake,  therefore,  to  ignore  the  exist- 
ence of  these  preferences  and  prejudices 
and  prevent  the  development  of  neighbor- 
hoods in  which  tenancy  or  ownership  is 
restricted.  The  ill  feeling  that  would  be 
created  would  far  outweigh  any  advan- 
tages that  might  be  gained.  It  should  be 
possible  for  any  citizen  to  live  in  a  com- 
munity that  is  congenial  to  him,  and  the 
various  types  of  deed  and  tenancy  restric- 
tions that  have  been  established  by  the 
developers  of  private  housing  projects 
have  been  devised  for  the  purpose  of 
satisfying  this  desire.  This  procedure  is 
not  inherently  objectionable,  even  if  car- 
ried to  much  greater  extremes  than  have 
so  far  been  used.  If  the  developer  of  a 
large  apartment  project  decided,  for  in- 
stance, that  he  would  accept  as  tenants 
only  those  who  were  members  of  the 
Methodist  Church,  the  required  con- 
formity of  religion  might  attract  some 
people  while  it  would  violently  repel 
others — and  among  the  latter  group 
would  be  many  Methodists.  If  there  were 
a  sufficient  number  of  tenants  who  were 
attracted  by  the  possibility  of  this  com- 
munity of  religious  ideas  to  wish  to  live 
under  the  same  roof,  or  in  the  same 
neighborhood,  however,  they  should  have 
the  privilege  of  doing  so — provided  that 
the  non-Methodists  were  able  to  secure 
equally  satisfactory  housing  elsewhere. 
This  proviso  will  be  satisfied  more  or  less 
automatically  in  the  case  of  new  housing; 
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the  operative  builders  can  be  relied  on  to 
satisfy  the  demand  for  any  kind  of  housing 
that  can  be  sold  or  leased  at  a  reasonable 
profit.  It  is  only  when  the  time  element 
is  introduced  that  occupancy  restrictions 
create  serious  difficulties. 

In  order  to  preserve  the  original  char- 
acter of  a  community  of  houses  built  for 
sale,  it  has  become  customary  for  the 
developer  to  establish  deed  restrictions 
that  prevent  the  original  purchaser  from 
selling  or  leasing  his  home  to  anyone  who 
cannot  meet  the  requirements  set  forth 
in  the  deed.  In  spite  of  the  sluggish  circu- 
lation in  our  housing  system,  however, 
conditions  change  in  the  course  of  time 
and  these  restrictions  do  not  always  con- 
tinue to  operate  to  the  advantage  of  the 
homeowners.  When  the  property  begins 
to  be  obsolescent,  it  becomes  increasingly 
difficult  to  make  resales  to  the  same 
kind  of  homeowner  for  which  the  house 
was  originally  intended.  Sooner  or  later 
the  validity  of  the  restriction,  under  the 
changed  conditions,  is  tested  in  the  courts. 
The  court  may  recognize  the  existence  of 
changed  conditions  and  render  a  decision 
that  abrogates  the  restriction.  With  the 
much  faster  circulation  in  the  housing 
system  that  I  have  suggested,  it  is  obvious 
that  this  process  would  be  accelerated. 
It  will  be  desirable,  therefore,  to  foresee 
this  probability  and  make  suitable  pro- 
vision for  relatively  painless  periodic 
adjustments  instead  of  waiting  until  con- 
ditions become  so  bad  that  litigation  is 
necessary.  One  procedure  that  might  be 
used  would  be  as  follows: 

The  city  will  make  no  objection  to  the 
type  of  restrictions  that  are  imposed,  no 
matter  how  capricious  or  arbitrary  they 
may  be,  except  that  their  validity  will  be 
limited  to  a  period  of  five  years.  At  the 
end  of  that  period  the  property  owners 
affected  may  decrease  the  restrictions  or 
continue  them  unchanged  for  another 
five-year  period,  and  this  reappraisal  of 
restrictions  at  five-year  intervals  would 
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be  continued  indefinitely.  This  procedure 
might  well  result  in  a  gradual  decrease 
in  restrictions  that  would  permit  a  grad- 
ual change  in  occupancy  in  accordance 
with  the  needs  of  a  more  active  circula- 
tion in  the  housing  system  and  yet  meet 
the  wishes  of  the  homeowners.  But  sup- 
pose it  didn't?  Are  we  to  clog  up  the 
circulation  in  the  housing  system  and, 
therefore,  impair  the  functioning  of  the 
whole  national  economy  because  the  status 
quo  in  restrictions  is  rigidly  adhered  to? 
This  would  be  carrying  our  tolerance  of 
intolerance  too  far. 

The  general  reconstruction  of  the  city 
is  based  on  the  ultimate  acquisition  of  all 
the  urban  land  by  the  Municipal  Realty 
Corporation.  The  city  could,  therefore, 
reestablish  a  balance  between  the  supply 
and  demand  for  various  kinds  of  housing 
by  accelerating  the  acquisition  process. 
The  housing  thus  acquired  by  the  Mu- 
nicipal Realty  Corporation,  instead  of 
being  demolished  immediately,  could  be 
rented.  Since  the  MRC  would  have 
bought  the  property  on  the  basis  of  2  per 
cent  loans  and  would  establish  the  rentals 
on  the  basis  of  commercially  competitive 
values,  the  transaction  would  not  result 
in  any  loss  to  the  city;  on  the  contrary,  it 
should  yield  a  profit.  The  rights  of  the 
homeowners  to  enjoy  any  degree  of  re- 
striction that  they  desire  would  be  re- 
spected and  yet  an  adequate  supply  of 
every  type  of  housing  for  every  part  of  the 
population  would  be  assured.  This  would 
be  a  perfectly  valid  function  to  be  per- 
formed by  a  municipal  authority  since  it 
is  a  function  that  cannot  be  exercised  by 
private  enterprise. 

In  the  case  of  rental  property,  which 
constitutes  approximately  60  per  cent  of 
all  our  present  urban  housing,  the  pro- 
cedure would  be  much  simpler.  Most 
landlords  change  the  tenancy  restrictions 
from  time  to  time  in  accordance  with 
changing  conditions.  Such  voluntary 
changes  could  be  relied  on  almost  en- 
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tirely.  In  rare  instances  it  might  be  neces- 
sary for  the  municipal  authority  to  acquire 
title  to  the  property  in  order  to  establish 
a  proper  balance  between  various  kinds 
of  occupancy;  it  should,  therefore,  have 
the  right  to  acquire  rental  property  for 
this  purpose. 

Public  housing  has  been  based  on  a 
single  distinction  with  respect  to  occu- 
pancy. The  segregation  into  white  and 
Negro  projects  has  been  necessary  in 
order  to  solve  the  problem  with  some 
degree  of  realism;  this  solution  is,  never- 
theless, degrading  to  Negroes  because  it 
is  based  entirely  on  race  and  because  the 
distinction  is  made  by  public  authorities. 
It  will  be  less  objectionable  if  the  same 
result  is  achieved  through  the  construc- 
tion of  private  housing  projects  with  such 
restrictions  as  the  builders  may  devise  in 
order  to  meet  owner  and  tenant  prefer- 
ences. The  distinctions  that  arise  in  this 
fashion  may  be  accepted  as  the  quite 
reasonable  result  of  a  desire  on  the  part 
of  certain  groups  to  live  in  a  physical  and 
human  environment  that  seems  appropri- 
ate to  them.  The  function  of  the  public 
authority  would  become  that  of  preserv- 
ing a  balance  between  various  types  of 
housing  needs,  for  it  is  clear  that,  in  spite 
of  an  adequate  total  supply  of  housing,  a 
shortage  for  a  certain  portion  of  the  popu- 
lation may  occur  because  of  private  deed 
and  tenancy  restrictions.  This  function 
could  be  exercised  either  by  the  Mu- 
nicipal Realty  Corporation  or  by  the 
local  housing  authority.  In  all  likelihood  it 
would  not  involve  the  construction  of  new 
housing,  for  the  operative  builders  will 
scarcely  overlook  any  portion  of  the  hous- 
ing market  that  can  be  profitably  served. 

The  principal  function  of  the  local 
housing  authority  has  been  that  of  build- 
ing and  managing  new  subsidized  housing 
projects.  If  the  construction  and  manage- 
ment problems  are  to  be  turned  back  to 
private  enterprise,  it  might  seem  desirable 


to  abolish  the  housing  authority.  I  be- 
lieve that  it  will  be  preferable  to  change 
its  functions;  it  could  be  charged  with 
the  task  of  studying  the  human  needs  for 
housing.  It  could  assemble  the  data  con- 
cerning the  number  and  types  of  families, 
vacancies,  availing  dwelling  units,  etc. 
It  could  be  the  agency  that  would  con- 
duct the  five-yearly  elections  on  deed 
restrictions.  It  could  be  responsible  for  the 
maintenance  of  an  adequate  supply  of 
the  various  kinds  of  housing  needed  in 
the  community.  It  could  determine  the 
adequacy  of  the  monthly  payments  made 
to  the  de-housed  families  and  could  be 
responsible  for  making  these  payments — 
as  well  as  stopping  them  in  the  event  the 
de-housed  families  violated  the  single  con- 
dition concerning  doubling  up.  For  these 
and  similar  tasks  it  has  available  to  it  a 
personnel  that  has  been  trained  to  con- 
sider housing  from  a  human  rather  than 
a  financial  point  of  view.  The  local  hous- 
ing authority  will  be  able  to  perform  its 
new  functions  more  efficiently  and  with 
less  irritation  to  the  public  if  these  func- 
tions do  not  include  the  planning,  con- 
struction, and  ownership  of  projects.  Its 
recommendations  will  command  wider 
acceptance  because  it  will  not  be  possible 
to  claim  that  they  are  based  on  the  desire 
for  the  extension  of  public  housing  at  the 
expense  of  private  housing. 

The  Municipal  Realty  Corporation,  on 
the  other  hand,  should  be  a  business 
organization  dealing  with  businessmen 
and  not  afraid  to  think  in  terms  of  finance 
and  the  profit  motive.  It  should  be  re- 
sponsible for  acquiring  and  assembling 
land  as  determined  by  the  needs  of  the 
master  plan  and  for  leasing  the  assembled 
land  for  redevelopment.  It  may  be  aided 
in  the  proper  performance  of  these  tasks 
if  the  human  needs  are  protected  by 
the  local  housing  authority.  The  MRC 
should  be  managed  by  a  competent  and 
hardheaded  businessman;  if  he  has  this 
essential  qualification  it  would  be  over- 
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optimistic  to  expect  that  he  would  be 
sufficiently  considerate  of  the  human 
needs  for  housing.  On  the  whole,  it  seems 
probable  that  both  the  human  needs  and 
the  financial  needs  will  be  best  served  by 
two  separate  rather  than  a  single  mu- 
nicipal agency. 

Neither  the  MRC  nor  the  local  hous- 
ing authority  will  be  able  to  function 
effectively  without  an  efficient  Planning 
Authority.  These  three  agencies  should 
be  organized  to  function  on  the  basis  of 
a  jurisdiction  extending  over  the  entire 
metropolitan  urban  area,  and  their  work 
should  be  closely  coordinated.  If  the  juris- 
diction of  any  of  these  three  agencies 
extends  only  to  the  city  limits,  private 
enterprise  in  the  suburban  areas  will  de- 
feat the  whole  program  by  taking  ad- 
vantage of  every  favorable  opportunity 
created  by  the  central  city  at  considerable 
expense.  The  MRC,  especially,  must  deal 
with  the  entire  metropolitan  region  as  a 
single  economic  unit. 

Such  a  program  will  not  be  easy  to 
initiate  but,  once  launched,  it  will  not 
be  difficult  to  keep  going,  for  there  is  no 
conflict  with  the  normal  and  healthy 
incentives  for  profit  and  individual  initi- 
ative on  the  part  of  operative  builders, 
mortgagees,  homeowners,  or  tenants. 
Once  the  inertia  of  the  conservatives  has 
been  overcome,  this  solution  will  be  ac- 
ceptable to  both  conservative  and  pro- 
gressive opinion.  We  would  be  able  to 
use  this  program  with  confidence,  there- 
fore, both  as  an  implement  of  long-range 
city  planning  and  as  an  instrument  for 
meeting  the  needs  of  the  national  econ- 
omy. For  both  these  purposes,  however, 
we  shall  need  more  than  housing, 
whether  it  be  private  or  public.  Com- 
mercial, industrial,  and  institutional 
buildings  are  subject  to  obsolescence  just 
as  much  as  residential  buildings,  and 
their  reconstruction  will  utilize  idle  sav- 
ings just  as  effectively.  We  are  thus  led 
naturally  and  inescapably  to  the  conclu- 


sion  that  we  should  rebuild  the  city  in  its 
entirety  and  not  be  satisfied  with  mere 
slum  reclamation. 

Until  we  are  ready  to  accept  this  solu- 
tion, however,  it  would  appear  to  be 
unnecessary  to  give  up  the  existing  com- 
promise based  on  public  and  private 
housing.  On  the  contrary,  the  continued 
use  of  public  housing,  unsatisfactory  as 
it  is  in  many  respects,  will  spur  the  ad- 
vocates of  private  enterprise  to  devise  or 
accept  a  more  workable  and  inspiring 
program. 

Perhaps  we  shall  not  undertake  real 
city  planning  for  its  own  sake.  We  are 
not  yet  sufficiently  interested  in  creating 
efficient  and  beautiful  cities.  It  is  natural 
that  we  should  be  more  concerned  with 
removing  the  haunting  fear  of  unemploy- 
ment and  with  satisfying  the  human  need 
for  decent  and  adequate  shelter.  The 
search  for  a  solution  that  satisfies  the 
human  need  for  housing  and  the  eco- 
nomic needs  of  the  nation,  however,  pre- 
sents us  with  an  opportunity  for  which 
city  planners  have  longed.  We  shall,  with- 
out additional  cost,  merely  by  the  exercise 
of  reasonable  forethought,  be  able  to 
create  cities  that  satisfy  our  sense  of -order, 
efficiency,  and  beauty.  This  by-product 
may,  ultimately,  be  more  important  to 
us  than  the  original  objectives.  Long  after 
we  have  forgotten  the  struggle  for  satis- 
faction of  the  more  essential  human  and 
economic  needs,  we  may  be  enjoying  the 
deeper  satisfaction  of  participating  in  the 
work  of  creative  civic  design.  Let  us  not 
be  too  easily  satisfied  with  compromises, 
for  these  may  not  attain  even  the  limited 
objectives  they  are  intended  to  reach.  Let 
us  strive  for  a  solution  that  meets  all  the 
primary  needs  of  our  modern  civilization. 
Not  the  least  of  these,  although  it  is  at 
present  largely  subconscious,  is  a  need 
for  participation  in  a  constructive  and 
creative  effort  that  will  stimulate  our 
civic  pride. 
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THE  average  citizen  may  be  satis- 
fied with  a  program  for  the  demo- 
lition of  slum  and  blighted  areas 
and  the  erection  of  efficient,  modern 
buildings  on  the  basis  of  a  convenient  city 
plan.  It  will  be  a  pity  if  this  is  the  extent 
of  our  ambition,  for  the  effort  to  secure 
the  additional  quality  of  good  design  will 
not  involve  the  solution  of  additional 
economic,  social,  and  political  problems. 
On  the  contrary,  the  thrill  that  comes 
from  participating  in  a  genuine  aesthetic 
experience  may  be  utilized  as  a  powerful 
factor  in  inspiring  us  to  overcome  the 
obstacles  that  will  confront  us.  The  dis- 
tinction we  make  between  "art"  and  the 
"practical"  phases  of  living  is  a  pathetic 
commentary  on  modern  civilization.  It 
is  scarcely  surprising,  as  a  result  of  this 
distinction,  that  so  much  of  our  so-called 
"art"  should  be  mediocre  as  well  as 
misunderstood  and  that  our  lives  should 
be  stunted  and  devoid  of  joy  in  spite  of 
our  vaunted  standards  of  living. 

We  have  greatly  increased  the  com- 
forts of  living  as  a  result  of  the  industrial 
revolution.  For  millions  of  workmen,  how- 
ever, the  assembly  line  has  resulted  in 
monotonous  tasks  which  afford  no  scope 
for  skill  or  pride  in  workmanship.  If  we 
are  to  avoid  becoming  a  nation  of  robots, 
it  is  time  that  we  find  a  satisfactory  sub- 
stitute for  the  aesthetic  experience  that 
we  are  rapidly  losing  with  the  disappear- 
ance of  individual  craftsmanship.  We 
know  that  it  is  impossible  to  revive  the 
handicraft  system.  William  Morris's  bril- 
liant but  unsuccessful  efforts  showed  us 
long  ago  that  we  could  not  turn  back  the 
hands  of  the  clock.  As  the  artistry  of  the 
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individual  artisan  is  more  and  more  re- 
stricted, the  artistic  perceptiveness  of  the 
people  grows  dim.  The  artist  tends  to 
become  aloof  from  the  populace  and  art 
becomes  something  which  is  only  dis- 
played in  a  museum.  But,  as  Santayana 
has  said,  "We  do  not  keep  in  showcases 
the  coins  current  in  the  world.  A  living 
art  does  not  produce  curiosity  to  be  col- 
lected, but  spiritual  necessaries  to  be 
diffused."  How  shall  we  revitalize  and 
diffuse  aesthetic  perception  so  that  we 
may  acquire  a  living  architecture? 

To  begin  with,  what  do  we  mean  by 
beauty  and  art?  The  question  has  been 
discussed  for  more  than  two  thousand 
years  and  many  treatises  have  been  writ- 
ten on  the  subject.  No  simple  answer  has 
been  found;  these  elusive  concepts  seem 
to  be  as  baffling  to  the  modern  as  to  the 
ancient  philosopher.  In  modern  times 
the  psychologist,  the  archaeologist,  and 
the  art  critic  have  participated  in  the  dis- 
cussion, but  every  new  book  seems  to  add 
to  the  confusion  of  thought.  In  popular 
language  the  word  "artistic"  has  been 
applied  in  a  most  haphazard  fashion — 
frequently  for  no  better  reason  than  that 
an  object  was  adorned  with  expensive 
and  useless  ornament.  Architects,  there- 
fore, are  frequently  reluctant  to  use  the 
words  "artistic"  and  "beautiful"  for  pur- 
poses of  architectural  criticism  and  usu- 
ally speak  of  a  building  in  terms  of  design. 
When  it  is  used  in  this  sense,  however,  the 
term  "design"  becomes  just  as  vague  as 
"art"  or  "beauty." 

The  average  individual  is  apt  to  be- 
lieve that,  although  he  would  have  diffi- 
culty in  defining  what  is  meant  by  the 
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word  "beauty,"  he  could  easily  decide 
whether  a  particular  object  is  beautiful. 
This  seems  particularly  true  of  so-called 
"natural"  beauty,  concerning  which  we 
often  have  very  strong  emotions.  Because 
we  find  that  these  emotions  are  frequently 
shared  by  others,  it  is  natural  for  us  to 
speak  of  a  beautiful  face,  a  beautiful 
body,  or  a  beautiful  sunset,  as  though  the 
quality  of  beauty  were  an  inherent  char- 
acteristic of  the  particular  face,  body,  or 
sunset.  If  there  were  no  living  being  to 
observe  it,  however,  how  could  it  be  said 
that  the  sunset  is  beautiful?  Furthermore, 
the  same  object  may  provoke  aesthetic 
reactions  which  differ  from  one  indi- 
vidual to  another  and  which  depend  in 
part  on  the  mood  of  the  individual.  Is  it 
not  reasonable  to  conclude,  therefore, 
that  the  quality  of  beauty  is  purely  sub- 
jective, a  creation  of  the  observer  rather 
than  a  quality  of  the  object?  This  con- 
clusion is  generally  accepted  by  modern 
writers  on  aesthetics. 

We  sometimes  observe  that  a  work  of 
art  appears  to  create  spontaneous  and 
similar  emotions  on  the  part  of  many 
observers.  How  shall  we  reconcile  this 
fact  with  the  theory  that  beauty  is  not 
an  objective  quality,  that  it  is  not  inherent 
in  certain  aspects  of  nature  or  works  of 
art?  The  explanation  of  this  apparent 
paradox  is  that  beauty  is  created,  or  that 
a  work  of  art  is  created,  in  the  mind  of 
the  observer  through  mental  associations, 
through  imagination,  and  through  the 
qualities  of  things  experienced  rather  than 
sensed.  Since  many  phases  of  our  en- 
vironment are  shared  by  many  people, 
we  frequently  experience  the  same  reac- 
tions. Benedetto  Croce  states  that  "works 
of  art  exist  only  in  the  minds  of  those  who 
create  or  re-create  them,"  whereas  John 
Dewey  suggests  the  same  thought  when 
he  says  that  "to  perceive,  a  beholder  must 
create  his  own  experience." 

To  the  extent  that  we  are  able  to  per- 
ceive beauty,  therefore,  we  are  creating 
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it;  we  are,  to  that  extent,  artists.  Since 
almost  everyone  reacts  pleasurably  to 
some  form  of  beauty,  such  as  that  of  a 
pretty  girl,  it  may  be  said  that  we  are 
all  artists — within  reasonable  limitations. 
To  many  people  this  will  seem  a  dis- 
covery no  less  momentous  than  that  of 
Monsieur  Jourdain  in  Moliere's  comedy, 
"Le  Bourgeois  gentilhomme,"  who,  as 
you  may  remember,  was  astonished  to 
learn  that  he  had  been  speaking  in  prose 
all  his  life.  The  ability  to  perceive  and, 
therefore,  to  create  is  particularly  pro- 
nounced in  sensitive  people  whom  we  call 
"artists."  Less  gifted  people  frequently 
become  able  to  perceive  beauty  through 
the  work  of  the  artist.  It  has  been  said, 
for  instance,  that  our  conception  of 
beauty,  as  applied  to  the  human  body, 
has  been  strongly  influenced  by  Greek 
sculpture  and  that  the  general  apprecia- 
tion of  mountain  scenery  is  of  relatively 
recent  origin,  Giotto  being  cited  as  the 
first  painter  who  used  mountains  in  the 
background  of  paintings.  The  artist  sees 
his  subject  emotionally  and  teaches  us  to 
see  it  in  the  same  way. 

The  relegation  of  the  artist  to  a  minor 
role  has  been  a  common  characteristic 
of  all  countries  during  the  past  century. 
But  we  need  not,  therefore,  concur  in  the 
gloomy  views  expressed  in  that  dreary 
book  by  Oswald  Spengler  entitled  The 
Decline  of  the  West.  Spengler  proved  to  his 
own  satisfaction  that  all  civilizations  fol- 
lowed a  regular  pattern  of  birth,  growth, 
maturity,  and  decline  ending  in  extinc- 
tion. He  maintained  that  Western  civili- 
zation was  nearing  the  end  of  this  cycle 
and  that  there  was  no  longer  any  place 
for  the  artist  or  the  architect  in  the  con- 
temporary scene.  The  engineer  was  to  be 
supreme  and  the  creative  artist  would  not 
reappear  until  the  birth  of  a  new  civiliza- 
tion after  the  death  of  this  one.  Is  it  an 
accident  that  Spengler  should  be  the 
product  of  a  nation  that  gave  us  Hitler 
and  Nazism?  The  Nazis'  burning  of  the 
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books  is  symbolic  of  an  attitude  of  fear 
and  negation  on  the  part  of  a  people  bent 
on  destruction,  a  people  who  had  aban- 
doned the  hope  to  be  found  in  creative 
work.  We  must  find  another  solution 
based  on  the  stimulation  instead  of  the 
suppression  of  the  creative  instincts  of 
the  individual. 

The  earliest  forms  of  art  were  purpo- 
sive and  based  on  craftsmanship.  Let  us 
take  a  simple  thing  like  an  ax  handle. 
We  may  go  to  the  museum  and  see  the 
implements  devised  by  Cro-Magnon  man; 
crude  as  they  are,  these  tools  are  already 
based  on  centuries  of  slow  development. 
A  useful  instrument  is  being  fashioned 
and  prehistoric  man  sees  and  learns  from 
the  work  of  his  predecessors.  Little  by 
little  improvements  are  made.  Man  learns 
to  admire  the  craftsmanship  of  his  fellows 
and  he  seeks  to  emulate  and  surpass  it. 
It  is  in  such  efforts  that  we  find  the  dawn 
of  the  perception  of  beauty;  the  crafts- 
man is  able  to  understand  the  purpose 
of  his  fellow  craftsmen  and  to  appreciate 
the  skill  with  which  they  have  achieved 
this  purpose.  After  the  lapse  of  many 
centuries  man  devises  bronze,  then  iron, 
and  finally,  steel  blades  for  the  ax.  The 
handle  is  slowly  perfected  and  adapted 
to  the  new  conditions.  The  wood  is  care- 
fully selected  for  its  strength  and  grain. 
The  shape  of  the  handle  is  more  carefully 
balanced  and  refined,  every  curve  is  pur- 
posive, and  the  proportions  are  carefully 
adjusted  to  the  conflicting  requirements 
of  strength,  lightness,  and  convenience. 
In  the  course  of  many  centuries  each 
craftsman  has  added  so  little  to  this  re- 
finement in  design  that  it  is  imperceptible, 
yet  these  countless  billions  of  ax  handles 
have  provided  creative  work  for  their 
makers.  Each  artisan  has  been  enabled 
to  find  satisfaction  in  his  own  work  and 
in  understanding  the  work  of  others.  To- 
day the  ax  handle  is  made  by  a  machine. 
There  is  no  joy  in  making  it  and,  even 
more  important,  there  is  scarcely  any 


understanding  of  the  loss  in  perceptive 
faculties  on  the  part  of  millions  of  men. 

In  the  case  of  the  ax  handle  the  ma- 
chine merely  reproduced  the  end  product 
of  the  era  of  craftsmanship.  In  most  cases, 
however,  the  product  of  the  machine  was 
quite  different  and  the  form  was  awk- 
ward. Manufacturers  tried  to  embellish 
the  awkward  form  with  meaningless  orna- 
ment rather  than  to  refine  the  design. 
Here  and  there,  however,  a  manufacturer 
sought  the  aid  of  skilled  designers  in 
improving  the  form  of  his  product.  These 
improvements,  made  for  the  very  mer- 
cenary purpose  of  increasing  sales  appeal, 
were  not  always  successful,  either  from 
the  point  of  view  of  design  or  that  of 
increased  sales.  By  and  large,  however, 
most  artists  and  architects  would  admit 
that  we  have  made  great  progress  in  the 
field  of  industrial  design.  It  is  to  be  noted 
that  these  improvements  in  the  design  of 
industrial  products  were  made  for  the 
purpose  of  appealing  to  the  largest  pos- 
sible number  of  purchasers.  In  view  of  the 
low  esteem  that  most  artists  have  for 
popular  tastes,  one  might  expect  that 
they  would  have  been  horrified  at  the 
results  of  this  procedure.  How  shall  we 
account  for  the  pleasant  surprise? 

Does  it  not  get  back  to  the  fact  that 
there  is  no  such  thing  as  intrinsic  beauty 
or  intrinsic  ugliness?  These  are  merely 
words  that  we  use  to  express  our  own 
individual  emotions.  But  man  is  a  gre- 
garious animal  and  he  is,  therefore, 
strongly  influenced  in  his  feelings  by  the 
opinions  of  his  fellow  citizens.  We  are 
prone  to  share  our  likes  and  dislikes,  and 
in  order  to  do  so  we  tend  to  rationalize 
them.  It  was  relatively  easy  to  do  this 
with  the  products  of  craftsmanship  be- 
cause the  race,  in  the  course  of  centuries, 
had  established  standards  of  comparison. 
The  industrial  age  confronted  us  with  a 
heterogeneous  mass  of  products  for  which 
there  were  no  standards  of  appreciation. 
Without  knowing  why  it  does  so,  perhaps, 
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the  public  gradually  tends  to  favor  prod- 
ucts that  are  characterized  by  simplicity 
of  design,  adaptation  to  function,  and 
fitness  to  materials.  Standards  are  emerg- 
ing; when  we  analyze  them  we  find  that 
they  have  much  in  common  with  some 
of  the  criteria  that  developed  in  the 
earlier  stages  of  craftsmanship.  The  differ- 
ences consist  primarily  in  the  emphasis 
that  we  place  on  certain  characteristics 
as  we  arrive  at  a  better  understanding  of 
the  potentialities  of  the  machine  age. 

The  architect  of  the  preindustrial  age 
was  not  in  doubt  concerning  the  style  he 
would  choose;  his  task  consisted  of  skillful 
planning  and  design  within  established 
stylistic  limitations,  using  traditional  con- 
struction materials  and  methods.  The 
industrial  revolution  resulted  in  the  pro- 
duction of  cheap  repetitive  ornament, 
new  structural  materials,  and  new  con- 
struction methods.  The  designer  was  freed 
from  many  restraints,  and  fantastic  struc- 
tures resulted  from  this  newly  found  li- 
cense. One  can  only  wonder,  today, 
whether  the  perpetrators  of  the  designs 
or  the  contemporary  observers  of  these 
buildings  derived  any  satisfaction  from 
them.  At  any  rate,  we  know  that  the 
architects  soon  began  to  tire  of  their  orgy 
and  to  seek  refuge  in  a  return  to  the 
stylistic  restraints  of  the  past.  Gothic, 
Romanesque,  classic,  colonial,  French, 
Italian,  and  Spanish  Renaissance  each 
had  a  passing  vogue.  Efforts  were  made, 
sporadically  at  first,  to  develop  a  so-called 
"modern"  style.  The  modern  school,  at 
least  among  the  younger  architects,  is 
now  in  the  ascendancy  and  the  cornice 
and  column  are  in  full  retreat.  It  is  only 
fair  to  state,  however,  that  the  group  of 
convinced  modernists  is  still  small  and 
that  this  is  also  true  of  the  convinced 
traditionalists.  Between  these  two  ex- 
tremes, there  are  many  architects  who 
are  as  confused  and  uncertain  as  the 
layman  concerning  standards  for  archi- 
tectural design. 
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Architecture  occupies  a  unique  posi- 
tion among  the  arts  because  we  cannot 
escape  its  all-pervading  influence.  We 
can  select  the  music,  literature,  painting, 
and  sculpture  we  enjoy  and  ignore  the 
forms  of  these  arts  that  displease  us.  This 
is  obviously  impossible  in  the  case  of 
buildings,  which  constitute  the  most  im- 
portant element  of  the  physical  environ- 
ment of  the  city  dweller.  For  the  present, 
our  only  escape  from  the  incongruous 
hodgepodge  that  surrounds  us  lies  in 
dulling  our  perception  or  sensibility.  If 
we  accept  this  condition  permanently  we 
shall  become  hardened  to  it,  but  we  shall 
have  lost  the  opportunity  to  create  a  new 
architecture,  an  architecture  that  helps 
to  make  our  civilization  more  purposive 
and  enjoyable.  This  new  architecture 
must  be  appreciated  by  and  evolve  from 
the  response  of  the  people  as  well  as  from 
the  creative  ability  of  the  architects.  The 
two  must  go  hand  in  hand.  It  is  not  the 
architects'  function  to  say  that  the  people 
ought  to  like  such  and  such  a  style,  if  for 
no  other  reason  than  that  the  architects 
themselves  could  not  agree  on  any  one 
style  or  on  any  standards  of  criticism. 
Working  together,  however,  the  archi- 
tects and  the  public  may  try  to  collabo- 
rate in  creating  new  standards. 

Through  the  medium  of  television,  it- 
self a  product  of  the  machine  age,  we 
have  a  wonderful  new  tool  with  which 
the  architect,  the  artist,  and  the  de- 
signer may  talk  in  their  own  language, 
the  language  of  drawings  and  models,  to 
the  citizen  at  his  fireside.  The  architect 
may  explain,  with  the  aid  of  drawings 
and  photographs,  his  reasons  for  admiring 
the  design  of  a  building.  The  layman  will 
have  the  opportunity  to  see,  at  close 
range,  the  purpose  that  the  designer  is 
trying  to  achieve.  As  a  result,  the  archi- 
tect may  learn  to  create  and  the  public 
to  appreciate  an  architecture  that  will 
contribute  to  the  pleasure  of  living.  It  is 
in  this  sharing  of  experience  that  we  may 
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look  for  the  evolution  of  a  modern  archi- 
tecture that  is  suitable  for  our  age  and  as 
significant  for  the  expression  of  our  era 
as  the  Gothic  cathedral  was  for  the  people 
of  the  Middle  Ages  or  the  Parthenon  was 
for  the  people  of  Athens. 

Through  the  ownership  of  its  own  land, 
the  city  of  tomorrow  will  be  provided 
with  a  simple  legal  instrument  with  which 
to  control  architectural  design — The  lease 
can  be  made  subject  to  the  condition  that 
any  buildings  to  be  erected  must  meet 
the  approval  of  a  municipal  art  jury.  It 
is  to  be  hoped  that  we  shall  not  use  this 
device,  tempting  as  the  thought  may 
appear  to  those  of  us  who  are  almost 
nauseated  by  the  product  of  the  average 
speculative  builder.  The  control  of  archi- 
tectural design  is  a  matter  that  we  cannot 
safely  leave  to  the  experts;  if  we  rely  on 
the  experts  we  shall,  no  doubt,  avoid 
extremes  of  bad  taste,  but  we  shall  not 
create  a  living  style. 

How  can  we  expect  the  people  to  de- 
velop any  critical  faculties  of  their  own 
if  they  abdicate  their  own  judgment  in 
favor  of  that  of  a  board  of  experts?  It  is 
not  desirable  for  them  to  entrust  the  con- 
trol of  architectural  design  to  a  jury  of 
architects  any  more  than  it  is  for  them  to 
entrust  basic  decisions  on  economic  policy 
to  the  economists.  In  both  cases  they 
may  look  to  the  experts  for  guidance  and 
information — and  no  more.  In  both  cases 
the  choice  involved  is  one  of  a  way  of 
life;  it  is,  therefore,  the  sort  of  choice 
which,  in  a  democracy,  should  be  based 
on  popular  opinion.  The  new  architec- 
ture must  not  be  created  as  a  result  of 
pressure  exerted  from  the  top  down;  it 
must,  on  the  contrary,  rise  from  the 
awakened  perceptivity  of  the  people. 

It  is  quite  possible  that,  even  now, 
public  appreciation  of  architecture  is  not 
quite  as  crude  as  most  architects  believe 
it  to  be.  The  average  speculative  builder 
is  devoid  of  any  architectural  knowledge. 


The  average  lending  institution  is  care- 
less and  indifferent  to  architectural  design 
except,  perhaps,  to  suggest  that  it  be 
conservative.  The  result  is  that  the  bulk 
of  all  speculative  building  and  most  small 
homes  are  built  without  the  benefit  of 
architectural  services.  Very  few  build- 
ings, regardless  of  style,  give  any  evidence 
of  the  slightest  degree  of  skill  on  the  part 
of  their  designers.  Is  it  surprising  that  the 
layman  should  be  indifferent? 

The  architect  and  the  layman  must 
both  realize  that  it  is  not  sufficient  to 
adopt  the  forms  of  the  modern  school  of 
architectural  design.  To  do  this  is  merely 
to  copy  the  superficial  features  of  a  "style" 
which  is,  at  present,  extremely  immature. 
Before  the  industrial  revolution,  archi- 
tectural design  evolved  slowly  in  a  man- 
ner suited  to  the  social  needs  of  the  time 
as  well  as  to  traditional  methods  of  con- 
struction. In  the  course  of  centuries  of 
slow  evolution,  we  developed  architec- 
tural styles  that  served  the  purpose  of 
giving  us  common  standards  of  apprecia- 
tion. These  standards  have  now  been  lost 
and  we  find  ourselves  bewildered  and 
uprooted.  In  order  to  develop  a  living 
architecture,  we  must  avoid  slavish  ad- 
herence to  outworn  traditions  on  the  one 
hand  and  mere  showmanship  on  the 
other.  Instead  of  emphasizing  the  differ- 
ences between  these  two  extremes,  is  it 
not  possible  for  us  to  search  for  a  few 
fundamental  qualities  on  which  both  the 
architects  and  the  public  may  agree?  If 
we  are  able  to  do  this  we  shall  have  a 
firm  foundation  that  will  permit  us  to  de- 
vise new  standards  of  increasing  subtlety. 

We  might  begin  by  emphasizing  order, 
fitness,  and  simplicity,  for  the  satisfaction 
of  these  requirements  need  not  offend  the 
adherents  of  any  school  of  architectural 
design.  If,  however,  we  give  more  than 
lip  service  to  the  standards  of  order,  fit- 
ness, and  simplicity  we  may  be  surprised 
at  the  results.  We  shall  not,  for  instance, 
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be  satisfied  with  the  order  which  we  are 
able  to  create  within  a  single  building. 
We  must  extend  the  scope  of  order  in 
planning  and  design  to  include  larger 
areas;  the  entire  view  that  meets  the  eye 
must  be  pleasing  or,  at  least,  inoffensive. 
If  the  architect  sincerely  tries  to  produce 
order  in  the  chaos  of  our  present  cities, 
he  will  not  be  satisfied  with  his  function 
as  designer  of  individual  buildings.  He 
will  become  more  conscious  of  the  rela- 
tionships between  buildings  and  between 
the  buildings  and  the  streets  and  the 
open  spaces.  He  will,  inevitably,  be  led 
to  participate  in  city  planning,  unless  he 
is  willing  to  accept  frustration  and  defeat 
in  this  vitally  important  phase  of  his 
work. 

Functionalism  is  the  battle  cry  of  the 
modernists — though  one  often  seeks  in 
vain  for  evidences  of  adaptation  to  func- 
tion in  some  of  the  buildings  that  are 
allegedly  designed  in  the  modern  manner. 
I  prefer  the  word  "fitness"  because  I  be- 
lieve it  describes  a  more  inclusive  quality 
than  adaptation  to  function.  Thomas  Jef- 
ferson's predilection  for  the  classic  style 
was,  no  doubt,  based  in  part  on  his 
admiration  for  that  first  great  emancipa- 
tion of  the  human  spirit  which  he  found 
in  ancient  Greece  and  for  the  simplicity 
which  he  found  in  the  Roman  Republic. 
It  seemed  "fitting"  to  him,  therefore,  to 
suggest  that  the  architecture  of  the  new 
republic  should  be  based  on  these  tradi- 
tions. The  Early  Federal  style  had  the 
quality  of  fitness  for  its  time  and  place. 
It  was  reasonably  well  adapted  to  the 
simple  functional  requirements  and  to 
the  existing  methods  of  construction.  Fur- 
thermore, the  transition  between  the 
Early  Federal  style  and  the  Georgian 
architecture  that  preceded  it  was  scarcely 
perceptible. 

The  fitness  of  a  building  may  be  de- 
fined as  that  quality  which  distinguishes 
it  as  being  appropriate  for  its  time  and 
place  as  well  as  for  the  purpose  for  which 
it  is  built  and  the  methods  of  construction 
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which  have  been  selected.  An  individual 
building  is  merely  one  element  in  the 
composition  that  greets  the  eye.  We  have 
been  too  much  inclined  to  find  in  it  the 
sole  and  final  purpose  of  the  designer. 
This  should  be  the  case  only  where  the 
neighboring  buildings  and  surroundings 
are  utterly  worthless.  Under  more  favor- 
able conditions  the  new  building  should 
not  introduce  a  jarring  note;  it  should 
add  to  rather  than  detract  from  the  pre- 
viously existing  aesthetic  values.  The 
architects  of  the  traditional  and  the 
modernist  schools  might  both  strive  for 
this  quality  of  fitness  with  more  devotion 
and  sincerity;  the  former  will  then  hesi- 
tate to  use  the  traditional  forms  where 
they  are  singularly  inappropriate  and  the 
latter  will  be  less  easily  satisfied  with  the 
mere  shattering  of  precedents. 

The  quality  of  simplicity  is  perhaps 
more  debatable,  for  there  are  some  build- 
ings that  we  admire  for  the  exuberance 
and  richness  of  their  design.  But  we  must 
remember  that  we  are  merely  at  the  be- 
ginning of  the  development  of  a  new 
architectural  style.  Let  us  begin  to  walk 
before  we  leap.  If  we  seek  to  attain  sim- 
plicity in  design  we  shall  be  less  tempted 
to  disguise  our  failures  by  resorting  to 
meaningless  ornamentation.  We  need  not 
go  to  the  extreme  of  stark  nakedness  for 
which  some  modern  buildings  have  been 
both  admired  and  reviled.  But  we  may 
expect  ornament  to  be  used  purposively 
and  with  reasonable  restraint. 

If  the  architects  emphasize  the  quali- 
ties of  order,  fitness,  and  simplicity  in 
their  own  work  and  recognize  these  qual- 
ities in  the  work  of  their  colleagues,  the 
public  may  learn  to  evaluate  the  skill 
with  which  they  have  achieved  their  pur- 
poses. This  will  not,  necessarily,  result 
in  the  creation  of  a  great  architecture, 
but  it  will  mark  the  beginning  of  the 
end  of  our  present  frustrations.  For  it  is 
only  in  the  recognition  of  skills  which  we 
can  understand  that  there  is  a  true  basis 
for  appreciation. 


Part  II 


A  CASE  STUDY   IN  CITY   PLANNING 


Chapter  13 

The  Plan  of  Washington 


THE  professional  city  planner  and 
the  architect  will  readily  appre- 
ciate the  advantages  that  can  be 
obtained  by  releasing  ourselves  from  some 
of  the  restraints  imposed  by  our  archaic 
system  of  urban  land  ownership.  For  the 
benefit  of  the  layman,  however,  I  have 
deemed  it  advisable  to  illustrate,  by  means 
of  a  definite  example,  the  kind  of  city 
planning  envisaged  in  this  book.  It  is 
perhaps  unfortunate  that  this  illustration 
happens  to  be  based  on  one  of  the  least 
typical  American  cities.  I  am  convinced, 
however,  that  city  planning  should  be  the 
work  of  local  men,  familiar  with  local 
conditions,  and  not  the  product  of  al- 
leged experts  imported  because  of  their 
reputation.  Since  I  have  lived  in  Wash- 
ington for  the  past  thirty  years  it  was, 
therefore,  inevitable  that  I  should  select 
it  as  the  subject  of  these  studies. 

Our  national  capital  is  our  most  beauti- 
ful and  well-organized  city,  and  it  was 
deliberately  and  carefully  planned  at  its 
inception.  The  contrasts  between  the  city 
of  today  and  the  city  of  tomorrow  will, 
therefore,  be  less  startling  in  Washington 
than  they  would  be  in  the  case  of  the 
average  American  city.  The  example  that 
has  been  selected,  however,  does  have 
the  advantage  of  presenting  an  extremely 
conservative  statement  of  the  case  for 
city  planning.  Almost  any  American  city 
will  derive  even  greater  advantages  from 
a  comprehensive  reconstruction  program. 
In  the  following  series  of  plates  I  shall 
start  with  a  historical  background  illus- 
trating the  character  of  urban  growth, 
transportation,  and  buildings  for  the  past 
150  years  before  making  any  suggestions 


for  future  development.  City  planning 
must,  necessarily,  be  done  in  terms  of 
time  as  well  as  in  terms  of  space  if  it  is  to 
be  done  intelligently.  We  must  look  back 
over  the  road  we  have  come,  not  in  order 
to  repeat  the  same  steps,  but  in  order  to 
have  a  better  understanding  of  the  mag- 
nitude of  the  changes  that  lie  ahead.  It  is 
only  by  considering  the  past  and  studying 
the  implications  of  the  present  that  we 
can  qualify  ourselves  to  plan  for  the 
future. 

In  the  text  describing  the  plates  which 
illustrate  the  historical  development  of 
Washington,  I  shall  mention  a  few  dates 
concerning  inventions  or  industrial  de- 
velopments that  have  influenced  the  na- 
ture of  urban  growth  or  the  character  of 
building  construction  and  planning.  This 
chronology  is,  necessarily,  incomplete;  it 
is  frequently  difficult  to  determine  an 
approximate  date  for  some  of  the  changes 
that  have  taken  place  because  they  were 
the  result  of  more  or  less  continuous  de- 
velopment. Even  the  partial  list  of  dates 
that  is  given,  however,  will  serve  the 
purpose  of  emphasizing  the  rapidity  with 
which  industrial  developments  have  taken 
place  in  the  past  and  the  even  greater 
speed  that  may  be  anticipated  in  the 
future.  When  we  fully  realize  that  the 
rate  of  obsolescence  of  buildings  must 
constantly  increase,  we  are  inevitably  led 
to  the  conclusion  that  buildings  must  be 
designed,  financed,  and  erected  on  the 
basis  of  a  reasonable  time  period. 

The  selection  of  Major  Pierre  Charles 
L' Enfant  to  plan  the  nation's  capital  was 
one  of  those  fortunate  decisions  that  bor- 
der on  the  miraculous.  How  could  George 
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Washington  have  guessed  that  this  man, 
who  had  never  been  called  upon  to  un- 
dertake a  similar  task,  possessed  those 
qualities  of  creative  ability,  vision,  and 
imagination  that  he  so  abundantly 
displayed  in  the  great  project?  We  under- 
estimate the  latent  abilities  of  many  in- 
dividuals because  those  who  possess  them 
have  not  had  the  opportunity  to  exercise 
them  on  a  noteworthy  scale.  We  can 
scarcely  rely  on  good  luck  in  locating 
such  talented  individuals,  however.  In 
Chap.  18  I  shall,  therefore,  suggest  a 
procedure  for  discovering  and  making 
use  of  any  latent  abilities  in  city  planning 
that  may  exist  among  the  residents  of  a 
city. 

L'Enfant  was  born  in  Paris  and  was 
imbued  with  the  architectural  spirit  of 
the  late  Renaissance,  although  there  is 
little  to  indicate  that  he  had  had  much 
training  or  experience  as  an  architect  or 
planner.  His  ideas  were,  no  doubt,  in- 
fluenced by  the  work  of  the  Le  Notre  at 
Versailles  as  well  as  by  other  examples  of 
European  planning,  but  his  design  is,  in 
no  sense,  a  copy.  L'Enfant  visualized  a 
great  city  on  the  banks  of  the  Potomac 
and  proceeded  to  evolve  a  plan  that 
satisfied  practical  requirements  and  yet 
provided  appropriate  settings  for  the 
buildings  of  the  capital,  a  plan  that  made 
full  use  of  the  natural  advantages  of  the 
site. 

I  am  indebted  to  Elbert  Peets  for  the 
two  perspective  sketches  that  were  pre- 
pared to  illustrate  the  ideas  expressed  by 
L'Enfant  in  his  notes.  The  sketch  on  the 
left  shows  simple  buildings  with  an  ar- 
cade over  the  sidewalk  serving  shops.  On 
this  site  the  Supreme  Court  Building  and 
the  Library  of  Congress  have  now  been 
erected;  these  important  buildings  each 
compete  in  interest  with  the  Capitol  in- 
stead of  providing  a  quiet  frame  en- 
hancing the  importance  of  the  Congress 
House.  The  sketch  on  the  right  shows  the 
fountain  which  L'Enfant  suggested  at  8th 


and  Pennsylvania  Avenue  and,  in  the 
background,  the  Pantheon  which  he  pro- 
posed on  the  site  now  occupied  by  the 
old  Patent  Office  Building. 

The  average  American  city  is  so  poorly 
planned  that  no  great  restraint  need  be 
used  in  its  reconstruction.  Washington 
is  different:  The  original  plan  was  ex- 
cellent and  there  are  so  many  historic 
associations  that  a  good  solution  may  lead 
us  to  preserve  and  restore  some  of  L'En- 
fant's  original  ideas  instead  of  further 
distorting  them  by  adaptation  to  modern 
needs.  We  may  be  able  to  accomplish  this 
result  if  we  locate  a  large  proportion  of 
the  new  functions  on  outer  rings  as  sug- 
gested in  subsequent  illustrations.  We 
shall  never  be  able  to  preserve  the  quiet 
dignity  of  the  original  concept  il  we  con- 
tinue to  pile  government  and  business 
buildings  in  one  concentrated  heap  just 
north  of  the  Mall. 

The  sketch  by  Thomas  Jefferson  has 
been  reproduced  at  the  same  scale  as 
L'Enfant's  plan  so  that  the  reader  may 
make  a  more  direct  comparison  of  the 
two  schemes.  The  composition  is  based 
on  a  single  axis  instead  of  the  two  inter- 
secting axes  of  L'Enfant,  and  little  con- 
sideration is  given  to  the  topography. 
Jefferson  provided  merely  the  nucleus  of 
a  small  Federal  town  whereas  L'Enfant, 
from  the  start,  thought  in  terms  of  the 
great  city  that  was  to  be  the  capital  of 
the  nation.  L'Enfant  succeeded  so  well 
in  his  work  that  his  plan  was  entirely 
adequate  until  the  advent  of  the  automo- 
bile a  hundred  years  later.  Even  today, 
more  than  150  years  after  its  creation, 
so  able  a  critic  of  city  planning  as  Elbert 
Peets  speaks  of  the  plan  of  Washington 
in  these  words: 

On  the  surface  are  many  things  one 
would  wish  to  forget,  but  lying  under- 
neath is  a  giant  of  right  organization  that 
makes  the  whole  city  live  with  a  meaning 
no  other  city  has. 
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Plate  2 

1.  Octagon  House,  erected  in  1800,  now  the  property  of  and  occupied  by  the 
American  Institute  of  Architects.  One  of  the  earliest  houses  built  in  the  capital  city,  it 
was  designed  by  Dr.  William  Thornton  for  Col.  John  Tayloe.  After  the  burning  of  the 
White  House,  President  Madison  occupied  the  Octagon  in  1814  and  1815. 

2.  Canal.     L'Enfant's  plan  shows  a  canal  on  the  north  side  of  the  Mall  extending 
from  the  Potomac  to  the  Eastern  Branch.  Nothing  remains  of  this  today.  The  Chesa- 
peake and  Ohio  Canal,  started  in  1828,  had  only  reached  Cumberland,  Maryland,  by 
1850,  when  work  was  discontinued.  By  that  time  the  railroad  had  already  become  the 
principal  means  of  transportation  between  cities.  (Courtesy  of  National  Park  Service.) 

3.  Old  houses  in  Georgetown  defy  the  general  rule  that  the  value  of  a  building 
is  in  inverse  ratio  to  its  age.  If  the  building  lasts  long  enough  the  rule  sometimes  oper- 
ates in  reverse.  Two  principal  factors  are  involved:  It  has  become  fashionable  among 
certain  people  to  live  in  the  old  original  houses  because  they  have  the  value  of  scarcity, 
like  precious  stones;  furthermore,  these  houses  have  an  aesthetic  appeal  because  they 
are  the  culminating  product  of  the  handicraft  era.  Georgetown,  far  from  becoming  a 
blighted  area,  has  shown  a  remarkable  renaissance  in  the  last  two  decades.  This  same 
rejuvenation  cannot  be  applied  generally  to  other  portions  of  the  city.  Only  a  few 
blocks  in  Georgetown  and  Alexandria  have  this  historic,  sentimental,  and  aesthetic 
interest. 

4.  The  White  House  stands  today  practically  as  its  architect,  James  Hoban, 
designed  it  in  1792.  This  view  of  the  south  front,  from  an  old  engraving,  was  drawn 
before  the  extensive  filling  of  West  Potomac  Park  moved  the  river  shore  many  blocks 
to  the  south.  (Courtesy  of  Library  of  Congress.) 

5.  The  Capitol,  as  seen  from  Pennsylvania  Avenue,  from  an  old  drawing,  shows 
the  structure  as  it  existed  during  the  early  nineteenth  century  before  the  addition  of  the 
House  and  Senate  wings  and  the  cast-iron  dome.  Dr.  Thornton,  winner  of  the  competi- 
tion for  the  Capitol  design,  undertook  the  preparation  of  drawings  in  collaboration 
with  James  Hoban,  official  architect  for  the  government.  (Courtesy  of  National  Park 
Service.) 

Inventions 

1803.     Fulton  invented  the  side-paddle  steamboat. 

1824.  Portland  cement  invented  by  Aspdin,  in  England.  The  development  of  this 
important  construction  material  was  slow.  Another  generation  elapsed  before  it  was 
produced  in  substantial  quantities. 

Although  stoves  for  heating  were  known,  in  general  fireplaces  were  used  as  the  only 
source  of  heat  in  buildings.  All  cooking  was  done  in  the  fireplace.  There  were,  as  yet, 
no  matches  with  which  to  light  the  fire. 


[98] 


F991 


Plate  3 

1.  The  Treasury  Department  building  destroys  the  vista  that  L'Enfant  had 
sought  to  create  between  the  Capitol  and  the  White  House.  The  T-shaped  unit  con- 
stituting the  middle  portion  of  the  present  east  wing  was  built  in  the  period  1838-1842. 
Robert  Mills,  architect.  (Courtesy  of  Library  of  Congress.} 

2.  Residence  in  the  Greek  revival  style,  the  last  flowering  of  the  classical  tradition 
prior  to  the  abandonment  of  stylistic  restraints.  During  this  same  period  many  of  the 
country  houses  were  built  in  the  "rural  Gothic"  or  chalet  style. 

3.  "The  Rocket,"  1830.     The  first  railroad  service  to  Washington  was  inaugu- 
rated in  1835  by  the  Baltimore  and  Ohio  railroad — four  trains  daily  between  Washing- 
ton and  Baltimore.  The  trip  required  a  little  more  than  two  hours,  about  half  the  usual 
stagecoach  time.  (Courtesy  of  Library  of  Congress.} 

4.  The  National  Hotel,  built  in  1826,  remained  for  many  years  one  of  the  city's 
leading  hotels.  (Courtesy  of  National  Park  Service.} 

5.  District  of  Columbia  Court  House.     The  central  section  was  finished  in  1820, 
the  east  and  west  wings  in  1826  and  1849,  respectively.  George  Hadfield  was  the 
architect.  Most  architects  today  rate  the  Court  House  as  the  finest  example  of  Early 
Federal  architecture  in  the  capital,  but  this  opinion  was  apparently  not  shared  by  the 
building's  first  occupants.  In  1845  the  Common  Council  tried  to  have  the  building 
assigned  to  the  Smithsonian  Institution  because  they  deemed  it  "little  better  in  appear- 
ance than  one  of  the  ruins  of  the  ancient  world." 

Inventions 

1825.     Faraday  stated  theory  of  electrodynamics. 

1831.   .Faraday  discovered  electromagnetic  induction  of  currents. 

1837.     Electric  motor  (Davenport). 

1839.     Photography  (Daguerre). 

1839.     Hot  vulcanization  of  rubber,  one  of  the  first  steps  towards  the  automobile  age. 

1844.     Telegraph  (Morse). 

1846.  Sewing  machine  (Elias  Howe). 

1847.  Zores  produced  small  rolled-iron  beams  in  France. 

1848.  Use  of  gas  for  street  lighting  in  American  cities. 

1825-1850.  Growth  of  the  free-public-school  system,  with  profound  repercussions  on 
all  phases  of  American  life.  The  most  important  development  of  this  period,  from  the 
point  of  view  of  urban  growth,  was  the  steam  railroad. 
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Plate  4 


This  map,  prepared  circa  1854,  is  of  extraordinary  interest  because  it  shows  every 
building  that  was  in  existence  at  that  date.  The  draftsmanship  is  superb  and  it  puts 
to  shame  most  of  the  maps  that  were  prepared  during  the  next  forty  years. 

Although  the  Capitol  was  intended  to  be  the  center  of  the  city,  as  indicated  by  the 
four  sections  (NW.,  NE.,  SE.,  and  SW.)  into  which  the  city  was  divided,  this  map 
shows  clearly  that  the  greatest  early  growth  took  place  in  the  area  north  of  Pennsyl- 
vania Avenue,  midway  between  the  Capitol  and  White  House.  This  has  been  attributed 
partly  to  speculation  in  land  and  partly  to  the  convenience  of  a  location  equally 
accessible  to  the  Capitol  and  to  the  administrative  buildings  surrounding  the  White 
House. 

It  is  also  likely,  however,  that  the  advent  of  the  steam  railroad  in  1835  had  an 
important  bearing  on  the  direction  of  growth.  Had  it  not  been  for  the  railroad,  the 
harbor  frontage  on  both  the  Potomac  and  the  Eastern  Branch  would  have  constituted 
a  powerful  magnet  for  business.  Furthermore,  Washington  did  not  become  the  great 
commercial  and  industrial  center  many  of  its  founders  had  envisioned,  and  its  primary 
business  remained  that  of  an  administrative  center  for  the  Federal  government.  This 
would  account  for  the  concentration  of  development  in  the  area  between  the  White 
House  and  the  Capitol. 

Another  noteworthy  feature  is  the  extremely  spotty  character  of  the  development 
that  did  take  place.  Although  most  of  the  houses  were  built  with  brick  party  walls — 
we  would  call  them  "row  houses"  today — they  appear  to  have  been  built  one  or  two  at 
a  time  in  scattered  locations,  the  intervening  lots  apparently  remaining  vacant  for 
years.  This  is  no  doubt  due  primarily  to  the  peculiar  method  of  land  subdivision  that 
was  set  forth  in  the  agreement  between  George  Washington  and  the  original  land- 
owners. It  was  in  the  sale  of  these  publicly  owned  lots  that  fond  hopes  were  placed  for 
financing  the  cost  of  building  the  Federal  city,  but  there  were  few  buyers.  Ill-fated 
lotteries  were  resorted  to  and  the  city  was  compelled  to  borrow  from  the  state  of  Mary- 
land— $100,000  at  6  per  cent  interest  and  20  per  cent  discount! 

As  late  as  1840  there  were  only  three  paved  streets,  portions  of  7th  Street,  Pennsyl- 
vania Avenue,  and  Virginia  Avenue.  In  1817  the  city  supplied  oil  and  lamps  for  some 
of  the  principal  streets  but  for  most  of  the  first  fifty  years  the  city  was  left  in  total 
darkness. 

In  1 846  an  Act  of  Congress  was  passed  providing  for  the  retrocession  of  the  Virginia 
portion  of  the  District  of  Columbia. 

Year  Population  Year  Population 

1800         14,003  1830  39,834 

1810         24,023  1840  43,712 

1820         33,039  1850  51,867 
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1828    CHESAPEAKE  AND   OHIO   CANAL    STARTED ,   OPENED   IN  185O . 

(BBS     BALTIMORE  AND  OHIO    RAILROAD    (STEAM)   OPENED  BETWEEN 
BALTIMORE   AND  WASHINGTON. 

184O     THE  ONLY  PAVED  STREETS  WERE   7TH  STREET ,  PENNSYLVANIA   AVENUE. 
AND  VIRGINIA  AVENUE. 

|,84O    POPULATION  OF  THE  DISTRICT   OF   COLUMBIA  (INCLUDING  ALEXANDRIA 
AND  GEORGETOWN,  43,712  . 

1.845     NO  WATER  OR  SEWAGE   MAINS;    SEWAGE    CARTED  AWAY  AT  NIGHT. 

846     ACT  OF  CONGRESS  PROVIDING  FOR  RETROCESSION  OF  THE  VIRGINIA 
PORTION  OF  THE  DISTRICT  OF   COLUMBIA   APPROVED. 

:;S5O    POPULATION   OF  THE  DISTRICT  OF  COLUMBIA    (EXCLUDING  THE 
VIRGINIA  PORTION)  51,687, 
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1.  Row  Houses.     One  of  the  earliest  Washington  examples  of  a  long,  continuous 
row  of  houses  built  as  one  operation,  this  development  was  erected  in  1866.  The  char- 
acter of  these  houses  is  not  typical  for  the  period,  however,  and  is  much  better  than 
one  would  expect.  Most  houses  of  this  period  were  provided  with  heavily  moulded 
segrnental  architraves  over  the  windows  and  endlessly  repeated  brackets  and  modillions 
in  the  cornices. 

2.  F  Street  in  1860,  gives  no  indication  that  it  will  one  day  become  the  city's 
principal  shopping  street.  About  the  only  thing  that  the  modern  Washingtonian  can 
recognize  in  this  picture  is  the  Treasury  Building  in  the  right  background.  (Courtesy 
of  National  Park  Service.} 

3.  Capitol.     The  House  and  Senate  wings  and  the  new  dome,  designed  by 
Thomas  U.  Walter,  were  completed  in  1857,  1859,  and  1863,  respectively.  This  draw- 
ing, made  about  1866,  shows  the  railroad  leading  to  the  old  Pennsylvania  Railroad 
Station.  (Courtesy  of  National  Park  Service.} 

4.  Old  B.  &  O.  Railroad  Station  on  New  Jersey  Avenue,  completed  in  1853. 
(Courtesy  of  Library  of  Congress.} 

5.  The  Smithsonian  Institution,  designed  by  James  Renwick,  architect,  was 
completed  in  1852.  It  is  one  of  the  few  and  certainly  the  best  of  the  Washington  public 
buildings  whose  design  was  influenced  by  the  Gothic  revival.  (Courtesy  of  Horydczak. } 

Inventions 

1850-1867.  The  growth  of  modern  advertising  was  stimulated  by  newspapers  and 
magazines  which,  in  turn,  were  stimulated  by  the  increased  literacy  resulting  from 
the  extension  of  the  public-school  system  in  the  preceding  generation.  Advertising  lays 
the  foundation  for  the  creation  of  the  mass  market.  This  period  was  marked  by  a  great 
increase  in  the  use  of  agricultural  machinery  and  this,  in  turn,  stimulated  growth  of 
urban  population. 

1854.  Harper  Building  in  New  York  was  the  first  to  have  wrought-iron  beams  set  in 
masonry  walls  as  lateral  supports. 

1856.  Bessemer  process  invented,  permitting  cheap  steel  production.  As  late  as  1865 
the  estimated  steel  production  of  all  Europe  was  only  250,000  tons  a  year,  about  ^400 
of  the  United  States  production  alone  in  1944.  The  principal  metallic  materials  of 
construction  prior  to  1870  were  cast  iron  and  wrought  iron.  The  former  could  be  made 
quite  hard  but  was  then  brittle ;  the  latter  resisted  shock  excellently  but  was  compara- 
tively soft.  The  Bessemer  process  opened  a  new  era  in  the  use  of  steel  for  buildings. 

1857.  First  passenger  elevator. 

1859.  Oil  wells  drilled  in  Pennsylvania — another  step  toward  the  automobile  age. 

1860.  First  gas  stoves  for  cooking  imported  from  England. 

1865.  Use  of  gas  for  home  lighting  began  to  make  real  progress. 

1866.  Transatlantic  cable  laid — only  twenty-two  years  after  Morse  telegraph  was 
invented. 

1866.     Commercial  electric  generators  came  into  use. 
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Plate  6 

1.  The  horse  car  is  generally  used  for  public  transportation.  (Courtesy  of  Capital 
Transit  Co.} 

2.  The  row  of  houses  shown,  once  among  the  most  pretentious  in  Washington, 
are  fairly  typical  of  the  mid- Victorian  style.  They  have  been  adapted  to  modern  use 
by  conversion  into  apartments  or  rooming  houses,  as  evidenced  by  the  fire  escapes. 
(Courtesy  of  Commercial  Photo  Co.) 

3.  Pennsylvania  Avenue  in  the  eighties  was  still  the  principal  business  street 
of  Washington.  This  view,  taken  from  the  Treasury  Building,  shows  only  one  building 
that  would  be  recognized  by  the  Washingtonian  of  today— the  Capitol.  The  streetcars 
were  horsedrawn.  (Courtesy  of  National  Park  Service.) 

4.  The  Portland,  erected  circa  1880,  was  the  first  large  apartment  house  built 
in  Washington. 

5.  K  Street  Market,  built  circa  1875,  a  typical  example  of  commercial  building, 
was  built  as  a  market  on  the  street  floor  and  convention  hall  on  the  second  floor.  The 
exit  stairs  and  metal  sidewalk  awnings  are  later  additions. 

6.  The  State  Department  Building  originally  housed  the  State,  War,  and  Navy 
departments.  It  was  built  in  the  period  1875-1888  and  was  designed  by  A.  B.  Mullett, 
architect,  in  the  style  fostered  during  this  period  by  the  Beaux  Arts  School  in  Paris. 
In  the  thirties  working  drawings  were  made  for  a  complete  face-lifting  alteration;  the 
building  would  have  been  given  the  appearance  of  the  Treasury  Department,  sym- 
metrically located  on  the  east  side  of  the  White  House.  It  is  just  as  well  that  this 
project  was  never  executed.  It  is  more  reasonable  to  keep  the  old  building  as  a  reminder 
of  a  style  that  was  once  thought  appropriate  or  to  raze  it  completely  and  erect  a  new 
structure  planned  in  accordance  with  modern  requirements.  (Courtesy  of  Horydczak.) 

Inventions 

1868.     First  use  of  reinforced  concrete  by  Joseph  Monier,  French  gardener. 

1868.     Principal  features  of  open-hearth  steel  production  developed. 

1871.     Invention  of  hollow  tile  solved  problem  of  fire  protection  and  reduction  of 

dead  weight  in  fire-resistive  floor  construction. 

1876.     Otto  4-cycle  internal-combustion  engine,  another  step  toward  the  automobile 

and  the  airplane. 

1876.  Telephone  (Bell). 

1877.  Compressed  air  refrigerator  (Coleman),  a  step  toward  the  domestic  mechanical 
refrigerator  and  air  conditioning. 

1879.  Incandescent  lighting  display  at  Menlo  Park. 

1880.  Thomas  Edison  established  first  central  electrical  station  in  world,  serving  a 
few  score  customers  in  an  area  of  twelve  city  blocks.  As  late  as  1891  the  art  of  electrical 
transmission  was  so  little  known  that  it  was  considered  impossible  to  transmit  power 
from  Niagara  Falls  to  Buffalo,  16  miles  away. 

1883.  Home  Insurance  Building  in  Chicago,  designed  by  W.  L.  B.  Jenney,  generally 
considered  the  first  skeleton  construction.  The  building  was  ten  stories  high,  later 
increased  to  twelve  stories. 
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Plate  7 

1.  Streetcar.     The  most  important  development  in  transportation  since  the  steam 
railroad  was  the  advent  of  electric  streetcars  which  began,  in  Washington,  in  1888. 
(Courtesy  of  Capital  Transit  Co.] 

2.  Row  houses  of  this  period  were  usually  three  stories  high.  The  bay  windows 
with  their  little  individual  turrets  were  unimaginatively  repeated  in  endless  rows. 

3.  The  Library  of  Congress  was  built  during  the  period  1889-1897.  Smithmeyer 
and  Pelz,  architects.  It  is  still  one  of  the  principal  show  places  in  Washington.  While 
its  style  is  too  florid  to  suit  modern  standards  of  taste,  it  has  withstood  changes  in 
aesthetic  appreciation  more  successfully  than  most  buildings  of  its  day.  (Courtesy  of 
Horydczak.} 

4.  The  Old  Post  Office  Building,  completed  in  1899.  One  of  the  few  public 
buildings  designed  in  the  Romanesque  style,  it  presents  a  striking  and  discordant  con- 
trast to  the  newly  erected  Federal  buildings  which  surround  it.  (Courtesy  of  Horydczak.} 

5.  The  Cairo,  built  during  the  closing  years  of  the  century,  is  still  the  tallest 
apartment  building  in  Washington  because  it  was  built  before  the  Act  of  Congress  of 
1910  regulating  the  height  of  buildings  in  the  District  of  Columbia.  It  is  interesting  to 
note  that  the  building  in  the  background  in  this  picture  is  a  modern  apartment  house 
facing  on  16th  Street.  This  new  building  has  been  erected  to  the  limit  of  height  per- 
mitted under  the  present  zoning  regulations;  it  is  90  feet  high  and  contains  eight  stories. 
The  Cairo,  as  will  be  seen  from  the  photograph,  is  practically  twice  as  high  but  con- 
tains only  twelve  stories,  a  significant  commentary  on  changes  that  have  occurred  in  the 
last  fifty  years. 

Inventions 

The  closing  years  of  the  nineteenth  century  witnessed  the  birth  of  two  great  industries 
that  were  destined  to  exert  strong  decentralizing  influences  on  the  city — automobiles 
and  moving  pictures.  Cugnot,  a  Frenchman,  had  designed  a  steam  automobile  as 
early  as  1770;  it  ran  a  distance  of  about  23^  miles.  Before  a  practicable  motor  car 
could  be  produced,  however,  it  was  necessary  to  wait  for  the  development  of  pneu- 
matic tires  and  a  satisfactory  motor  and  fuel.  In  1896  annual  automobile  production 
was  25,  by  1900  it  had  reached  5,000.  The  decentralizing  influence  of  the  motion- 
picture  theater  is  less  generally  appreciated  than  that  of  the  automobile,  but  it  has  been 
very  considerable.  The  neighborhood  movie  house  provides  entertainment  in  the 
suburbs  and  forms  the  nucleus  of  outlying  shopping  centers. 

1889.     First  electric  elevator. 

1889.     Roll  film  (George  Eastman). 

1889.  Kinetoscope  (Edison)  was  essentially  a  peep-show  device  for  displaying  moving 
pictures. 

1890.  Incandescent  gas  mantle. 
1892.     Diesel  engine. 

1895.  Thomas  Armat  discovered  the  principle  of  the  modern  movie  projector. 

1896.  Wireless  telegraphy  (Marconi). 
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Plate  8 

This  map,  dated  1892,  shows  the  effects  of  streetcars  on  urban  growth;  long  before 
the  original  city  planned  by  L'Enfant  was  built  up  new  developments  were  started  in 
the  northwest  section.  These  were  so  badly  planned  that,  in  1893,  Congress  enacted 
legislation  to  provide  a  permanent  system  of  highways  in  that  portion  of  the  District 
of  Columbia  outside  the  original  city.  It  was  impossible  to  repair  the  damage  that  had 
already  been  done,  however,  and  in  1898  the  act  of  1893  was  repealed  and  new  legisla- 
tion enacted  to  permit  continuance  of  existing  subdivisions  and  require  compliance 
with  the  proposed  highway  plan  in  all  other  cases.  The  new  highway  plan  was  com- 
pleted in  1901.  The  only  good  thing  that  can  be  said  about  it  is  that  it  was  a  plan  and, 
to  that  extent,  better  than  the  chaos  that  preceded  it.  It  has  none  of  the  imagination, 
daring,  or  carefully  reasoned  designing  which  we  find  in  the  L'Enfant  plan  made  110 
years  earlier.  There  is  adaptation  neither  to  topography  nor  to  reasonable  require- 
ments for  convenient  access  from  one  part  of  the  city  to  the  other. 

One  of  the  bad  features  of  the  L'Enfant  plan,  the  north-south  and  east- west  street 
orientation,  is  preserved  and  extended  in  a  commonplace  grid.  The  inevitable  result 
is  that  one-fourth  of  all  the  rooms  in  all  the  buildings  will  face  north.  Furthermore,  the 
maintenance  of  the  grid  necessitates  excessive  grading.  Nothing  has  been  learned  in 
110  years,  and  much  has  been  unlearned. 

DISTRICT  OF  COLUMBIA 


Year 

Population 

Assessed  valuation  of 
private  real  property 

Assessed  valuation 
per  capita 

1860 

75,080 

* 

* 

1870 

131,700 

* 

* 

1880 

177,624 

$  87,980,356 

$495 

1890 

230,392 

137,626,419 

597 

1900 

278,718 

176,567,549 

633 

*  Information  not  available  prior  to  1878. 


[HO] 


OF  THE 

rict  of 


ng  the  prineipal  points  of 

including  rhe  present 

eondition  of  the 
FvNSES  OF  WASHINGTON. 

=D  FROM  THE  LATEST  /^AP'S  AND  FKOM 
AL  SURVEYS  &N5  RECONNAISSANCES 
ME  ENGINEERING  FLATOCN  of  "''HE 
ENGINEER  CORPS 
D.C.N.G. 

ERILL.C.E.FIRST  UEUT.COMD3.PL  ATOON  . 


1879  FIRST  APARTMENT  HOUSE  BUILT  -  14IS  I  STREET  -  4   STORIES 

1879  FIRST  TELEPHONES;  IN  188O  THERE  WERE  6  COMPANIES  ANTD  1266 

1888  FIRST  ELECTRIC    STREET   CARS  . 

189O  F  STREET  ASSUMES   ASCENDENCY  OVER  PENNA.  AVE,  AS  A  SHOPPING  STREET. 
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Plate  9 

1.  G  Street  in  1906  did  not  look  very  busy;  it  still  retained  telephone  poles  and 
overhead  wires.  (Courtesy  of  Library  of  Congress.} 

2.  Detached  houses  during  this  period  were  usually  built  of  frame  construction 
in  the  colonial  style  and  were  fairly  generous  in  size. 

3.  An  early  automobile  appeared  on  the  Capitol  plaza  but  no  one  dreamed  that 
in  a  few  years  we  should  be  plagued  with  the  parking  problem.  (Courtesy  of  Gilbert  L. 
Rodier.) 

4.  The  bungalow  became  a  popular  style  for  the  small  house.  It  was  made 
economically  practicable  by  the  increased  land  made  available  for  urban  development 
as  a  result  of  high-speed  public  and  private  transportation. 

5.  Union  Station,  completed  in  1906.  Today,  less  than  forty  years  later,  the  three 
imposing  central  arches  are  encumbered  with  an  unsightly  wooden  marquee  in  order 
to  supplement  the  "carriage  entrance"  of  the  original  structure.  The  classic  proportions 
of  the  arches  are  sacrificed  to  the  requirements  of  the  automobile. 

Inventions 

During  the  first  decade  of  the  new  century  gas  lost  in  the  struggle  with  electricity  as 
an  illuminant,  in  spite  of  the  invention  of  the  incandescent  mantle.  Several  more 
decades  were  to  elapse,  however,  before  gas  was  seriously  challenged  as  a  fuel  for 
cooking.  During  this  period,  also,  occurred  the  beginnings  of  real  mass  production, 
which  led  to  the  marketing  of  a  number  of  household  laborsaving  devices  such  as 
vacuum  cleaners,  washing  machines,  and  electric  irons. 

1 903.  The  Wright  brothers,  at  Kitty  Hawk,  completed  the  first  successful  flight  of  a 
man-carrying  heavier-than-air  machine. 

1903.     Radio  telephone. 

1906.     Audion  (DeForest). 

1906.     Synthetic  resins  (Baekeland),  the  first  of  the  plastics. 

1909.  The  Wright  brothers,  at  Fort  Myer,  near  Washington,  concluded  a  successful 
demonstration  of  their  airplane.  Only  a  few  hundred  Washingtonians  bothered  to 
take  the  short  trolley  ride  required  to  witness  this  first  flight  in  the  nation's  capital.  A 
skeptical  War  Department  was  reluctant  to  pay  $25,000  for  the  new  device. 
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Plate  10 

1.  Spanish  and  Tudor  English  styles  enjoyed  a  passing  vogue  in  detached  houses 
erected  during  this  period. 

2.  The  Mayflower  Hotel  is  typical  for  the  period,  Robert  F.  Beresford,  architect, 
Warren  and  Wetmore  associated.  (Courtesy  of  Horydczak.) 

3.  A  typical  apartment  building  on  an  important  radial  avenue.  The  local 
zoning  regulations  almost  invite  the  production  of  the  occasional  five-story  apartment 
building  whose  ugly  mass  is  poorly  related  either  to  the  one-story  shops  that  adjoin 
it  on  both  sides  or  to  the  two-story  dwellings  on  the  side  streets. 

4.  Motorbus  of  this  period.  Note  the  single  door  for  entrance  and  exit,  also  engine 
under  conventional  hood,  and  compare  with  the  sleek  bus  of  today.  The  bus  supple- 
mented the  streetcar  and  exerted  a  great  influence  on  urban  development.  Decen- 
tralization was  given  another  impetus  for  the  bus  could  now  reach  out-of-the-way 
places.  Developers  and  home  purchasers  accepted  the  risk  of  starting  new  developments 
in  advance  of  public  transportation,  sometimes  providing  their  own  private  bus  lines. 
(Courtesy  of  Capital  Transit  Co.] 

5.  Row  houses  retained  their  popularity  because  they  were  profitable  to  build 
and  economical  to  own.  But  the  unimaginative  operative  builders  brought  on  their 
own  retribution.  Zoning  restrictions  gradually  increased  and  "row-house  land"  be- 
came scarce,  increasing  in  price  and  thereby  destroying  the  economic  advantages  of 
row  housing. 

Inventions 

The  reader  is  no  doubt  familiar  with  the  many  new  devices  that  were  made  avail- 
able during  this  period.  They  are  too  numerous  to  list  in  detail.  Perhaps  the  most 
important  single  new  development  of  this  period  was  radio;  broadcasting  reached 
significant  proportions  around  1920.  The  decentralization  of  entertainment,  begun 
with  the  neighborhood  movie  theater,  reached  its  ultimate  conclusion  with  the  radio 
receiving  set  in  the  individual  home.  While  the  reception  of  entertainment  and  educa- 
tional programs  was  thus  increasingly  diffused,  however,  the  origination  of  entertain- 
ment and  education  became  more  and  more  centralized.  Our  lives  are  increasingly 
influenced  by  Hollywood  entertainment,  national  round-table  or  discussion  programs, 
syndicated  newspaper  columns,  and  comic  features. 

The  importance  of  the  individual  shrinks;  self-reliance  is  replaced  by  frustration  and 
a  feeling  of  impotence  in  the  face  of  the  forces  we  have  unleashed  upon  ourselves.  It  is 
futile  to  resist  these  forces  in  their  own  field,  but  we  may  be  able  to  re-create  a  field  of 
action  in  which  the  dignity  of  the  individual  is  not  entirely  submerged  in  the  emotional 
responses  induced  in  a  herd  of  130  million.  The  rebuilding  of  our  cities  will  permit  and 
necessitate  differentiation  based  on  adaptation  to  local  conditions.  On  the  smaller 
stage  of  the  city  and  the  neighborhood,  the  citizen  will  be  able  effectively  to  exercise 
his  creative  and  perceptive  faculties  on  a  human  scale. 
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Plate  11 

1.  Row  houses  in  the  so-called  "modern"  style  made  their  first  appearance  in 
Washington.  Joseph  H.  Abel,  architect. 

2.  Meridian  Hill  Hotel  built  by  the  Defense  Homes  Corporation  to  house  women 
warworkers.  Louis  Justement,  architect.  (Courtesy  of  Horayczak.) 

3.  National  Airport  provides  an  effective  terminal  for  the  increasing  air  traffic 
in  the  national  capital.  Designed  by  the  Public  Buildings  Administration,  Howard  L. 
Cheney,  consulting  architect.  (Courtesy  of  Horydczak.) 

4.  The  Pentagon  Building,  said  to  be  the  world's  largest  office  building,  was 
built  to  meet  the  War  Department's  urgent  need  for  space.  It  is  poorly  located,  poorly 
planned,  and  poorly  designed.  (Courtesy  of  National  Park  Service.) 

5.  Washington's  only  skyscraper,  the  twenty-two-story  Naval  hospital,  is  not 
located  in  Washington  but  in  the  suburb  of  Bethesda.  In  the  District  of  Columbia 
buildings  are  limited  to  a  maximum  height  of  twelve  stories,  but  in  the  adjoining 
Maryland   counties  their  height  is   unlimited.   Paul   P.   Cret,   consulting  architect. 
(Courtesy  of  Horydczak.) 

6.  Constitution  Avenue  is  lined  on  its  north  side  by  the  Commerce  Department 
(York  and  Sawyer,  architects),  the  Labor- Interstate  Commerce  group  (Arthur  Brown, 
architect),  the  Internal  Revenue  Building  (designed  by  the  Office  of  the  Supervising 
Architect,  Treasury  Department),  the  Department  of  Justice  Building  (Zantzinger, 
Borie,  and  Medary,  architects),  and  the  National  Archives  Building  (John  Russell 
Pope,  architect).  This  group  of  buildings,  constituting  the  south  front  of  the  Federal 
Triangle,  presents  an  imposing  appearance  that  is  not  without  charm.  The  striving  for 
classic  monumentality  seems  particularly  inappropriate,  however,  as  an  expression 
of  the  function  of  the  buildings. 

Inventions 

In  the  early  thirties  the  individual  electric  or  gas  refrigerator  superseded  the  central 
plant  installations  that  had  been  used  in  new  apartment  construction  in  the  late 
twenties.  The  use  of  air  cooling,  started  in  the  theaters  during  the  late  twenties,  was 
extended  to  offices,  hotels,  shops,  and  apartments  in  the  thirties.  In  the  field  of  com- 
munication the  wirephoto  and  television  were  steadily  perfected. 

Cheaper  aluminum  and  plastics,  combined  with  a  vanishing  supply  of  our  rich 
iron  ores  and  timber  stands,  are  bound  to  exert  a  profound  influence  in  succeeding 
decades.  Equally  important  are  a  host  of  inventions  made  during  the  war,  some  of 
which  are  ready  for  development  as  soon  as  materials  and  labor  become  available. 
We  need  never  fear  that  our  inventive  genius  will  lag.  The  only  real  basis  for  fear  is 
that  we  shall  not  have  enough  resourcefulness  so  to  adapt  our  social,  economic,  and 
political  institutions  as  to  utilize  beneficially  the  inventive  genius  of  man. 
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Plate  12 

Although  these  two  aspects  of  the  modern  city  of  Washington  illustrate  contrasts 
rather  than  similarities,  they  have  one  feature  in  common — they  both  display  a  singular 
lack  of  imagination. 

The  great  triangle  in  which  the  new  Federal  buildings  have  been  located  was,  in 
1925,  one  huge  blighted  area.  The  decision  to  raze  the  decrepit  old  hulks  of  buildings 
and  substitute  therefor  a  series  of  monumental  Federal  buildings  was  generally  wel- 
comed as  a  fortunate  solution.  As  we  look  at  this  pile  of  new  buildings  from  the  air, 
however,  it  is  difficult  to  escape  the  conclusion  that  the  planners  thought  too  much  in 
terms  of  classic  fagades  and  not  enough  in  terms  of  functional  planning.  These  build- 
ings, despite  their  appearance,  were  not  intended  to  serve  as  Roman  temples  or 
Florentine  palaces.  They  house  many  thousands  of  office  workers  whose  needs  con- 
sisted of  well-lighted  working  space,  convenient  location,  and  some  provision  for  auto- 
mobile parking. 

The  real  cost  of  this  type  of  planning  does  not  consist  of  mere  architectural  ex- 
travagance. When  a  building  is  built  as  a  monument  covering  the  entire  site,  its  in- 
flexible plan  permits  of  no  extensions,  and  officials  naturally  claim  more  space  than  is 
justified  by  their  individual  needs.  Furthermore,  when  the  building  is  completed,  the 
bureau  and  section  chiefs  must  then  try  to  justify  the  space  that  has  been  assigned  to 
them — and  the  best  way  to  do  that  is  to  hire  more  personnel.  Common  sense  would 
suggest  that  each  department  should  have  a  relatively  large  land  area  on  which  modern 
office  buildings  could  be  erected,  as  needed,  to  meet  existing  rather  than  anticipated 
requirements.  Should  the  work  of  the  department  grow,  additional  space  could  then 
be  provided  to  meet  current  demands.  In  the  meantime,  the  unused  space  would  pro- 
vide much-needed  automobile  parking  space  for  employees  and  public.  If  we  accept 
this  principle,  we  shall  be  led  to  reconsider  many  of  our  ideas  concerning  the  location 
of  Federal  buildings. 

The  lower  picture  shows  the  result  of  our  present  lack  of  planning — the  typical 
product  of  the  speculative  builder — not  the  slums  and  blighted  areas  which  we  per- 
sist in  considering  our  chief  urban  problem.  Partly  because  of  building-code  and  zoning 
requirements  and  a  too-greedy  use  of  the  land,  partly  because  of  a  poor  street  pattern, 
and  partly  because  architects  are  not  employed,  the  builder  transforms  the  lovely 
countryside  into  dreary  and  monotonous  row  housing.  (Both  pictures  courtesy  of  Fair  child 
Aerial  Surveys,  Inc.) 
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Plate  13 


At  the  very  time  when  the  official  highway  map  was  adopted  in  1901,  thus  putting 
an  end  to  haphazard  street  planning  in  the  District  of  Columbia,  the  city  was  already 
spilling  over  its  political  boundaries.  Today  more  than  a  third  of  the  population  in  the 
metropolitan  region  lives  in  the  adjoining  counties  of  Maryland  and  Virginia,  and 
the  proportion  will  steadily  increase  in  the  future. 

One  of  the  most  difficult  problems  confronting  the  modern  city  planner  consists  of 
the  various  political  jurisdictions  occurring  within  the  same  metropolitan  urban  area. 
Our  very  first  step  must  be  to  provide  a  unified  control  throughout  the  metropolitan 
region  for  all  problems  of  street  planning,  utility  planning,  land  use,  and  housing.  It 
is  an  illusion  to  believe  that  we  can  effectively  rebuild  our  cities  unless,  in  these  vital 
respects  at  least,  political  considerations  give  way  to  physical  realities. 

DISTRICT  OF  COLUMBIA 


Year 

Population 

Assessed  valuation  of 
private  real  property 

Assessed  valuation 
per  capita 

1910 

331.069 

$    427,730,566* 

$1,290* 

1920 

437,571 

639,935,445* 

1,461* 

1930 

486,869 

1,182,463,345 

2,430 

1940 

663,091 

1,211,208,484 

1,830 

*  Correction  made  in  official  figures;  during  the  period  1903-1922  assessments  were  based  on  two-thirds 
of  full  value. 
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TODAY:  A  PICTURE  OF  UNDIRECTED  CITY  GROWTH 

THE  METROPOLITAN  REGION  COVERS  6  POLITICAL  JURISDICTIONS 
WITHIN  2  STATES  AND  THE  DISTRICT  OF  COLUMBIA.  THE  CITY  PLAN 
SHOULD  BE  DEVELOPED  BY  ONE  CENTRAL  PLANNING  AUTHORITY. 
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Plate  14 

This  map  shows  population  density,  based  on  the  1940  census  tract  data  for  the 
District  of  Columbia.  The  information  for  the  Maryland  and  Virginia  portions  was 
obtained  from  a  dot  density  map  prepared  by  the  National  Capital  Park  and  Planning 
Commission. 

If  we  think  in  terms  of  immediate  needs,  the  density  map  is  a  useful  tool  for  the 
purpose  of  locating  important  buildings  and  studying  transportation  requirements. 
From  the  point  of  view  of  long-range  city  planning,  however,  we  should  not  be  too 
strongly  influenced  by  the  present  density  pattern.  The  present  distribution  of  popula- 
tion has  evolved  from  speculation  in  rather  than  intelligent  use  of  land.  There  is 
plenty  of  space,  within  the  metropolitan  city,  to  provide  ample  light  and  air  as  well  as 
convenient  access  to  work  and  recreational  areas.  In  order  to  secure  this  better  dis- 
tribution, however,  it  will  be  necessary  to  have  purposive  planning  based  on  the  full 
control  of  all  the  land.  If  we  permit  land  development  to  be  based  on  the  whims  of 
thousands  of  individuals,  we  shall  inevitably  continue  the  conditions  shown  on  the 
map — excessive  densities  in  some  areas  and  underdevelopment  in  others. 
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Plate  15 

The  city  planned  by  L'Enfant  was  bounded  by  Florida  Avenue  and  centered  on 
the  Capitol.  This  map,  based  on  assessed  valuations  in  1942,  shows  that  the  center  has 
shifted  sixteen  blocks  to  the  west  and  is  now  based  on  16th  Street.  It  is  not  likely  to 
shift  farther  to  the  west  because  Rock  Creek  Park  forms  a  natural  and  effective  barrier 
to  the  westward  expansion  of  the  business  area. 

This  map  of  existing  property  valuations,  like  that  of  population  densities,  is  a 
useful  tool  for  immediate  planning  purposes.  Long-range  planning,  however,  should 
not  be  based  on  preserving  existing  property  valuations.  Once  we  accept  the  conclusion 
that  the  city  should  own  its  own  land,  we  shall  find  that  the  cost  of  effective  city  plan- 
ning will  not  be  increased  by  shifts  in  the  location  of  the  principal  business  and  residen- 
tial areas.  Land  values  are  created  by  population  and  the  total  land  value  will,  therefore, 
be  substantially  the  same;  what  is  lost  in  one  location,  as  a  result  of  the  new  city 
plan,  will  be  offset  by  gains  in  another  location.  We  shall  not  produce  worth-while 
results  if  we  are  fearful  of  disturbing  present  property  values  in  present  locations,  for  these 
are,  necessarily,  entirely  dependent  on  the  preservation  of  the  present  pattern  of  land  use 
and  the  present  pattern  of  transportation.  We  must,  on  the  contrary,  create  an  equitable 
procedure  for  compensating  the  present  owners  of  urban  land  and  charging  the  future 
users  of  urban  land  an  adequate  rental.  When  this  has  been  done,  and  only  then,  can 
we  plan  the  city  on  the  basis  of  a  rational  consideration  of  modern  needs. 

The  central  business  area  comprises  only  1.7  per  cent  of  the  entire  taxable  area  of 
the  District  of  Columbia,  but  its  assessed  land  value  is  35  per  cent  and  the  assessed 
value  of  its  improvements  is  1 5  per  cent  of  the  corresponding  assessments  for  the  entire 
District.  This  minute  portion  of  the  city  pays  nearly  one-quarter  of  the  entire  real- 
estate  tax.  This  revenue  will  not  be  retained  if  we  allow  business  decentralization  to 
proceed  unchecked  into  the  suburbs.  On  the  other  hand,  we  cannot  indefinitely  main- 
tain present  values  by  building  expensive  subways  designed  to  serve  the  present  obso- 
lete retail  district  with  its  dilapidated  buildings  and  inadequate  parking  facilities.  The 
real  hope  to  retain  these  values  for  the  central  cities  lies  in  creating  an  entirely  new 
retail  shopping  area  that  successfully  meets  the  modern  needs  of  merchants  and 
shoppers. 
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Plate  16 

This  is  the  most  important  of  all  the  maps  we  shall  consider  because  it  attempts  to 
answer  the  question:  What  kind  of  city  do  we  want?  The  answer  will  be  different  for 
each  city  and  the  solution  which  is  suggested  applies,  of  course,  only  to  Washington. 

The  national  capital  has  no  large  industries  and  its  life  centers  around  the  activities 
of  the  Federal  government.  The  location  of  the  Federal  buildings  will,  therefore,  to  a 
large  extent  determine  the  pattern  of  the  entire  city.  At  the  beginning  of  the  last  cen- 
tury only  a  few  government  buildings  were  anticipated  and  it  was  logical  to  place 
them  in  the  vicinity  of  the  White  House  and  the  Capitol;  distances  had  to  be  covered 
on  foot  or  in  horse-drawn  vehicles  and  there  were  no  telephones.  As  the  government 
functions  expanded,  however,  we  have  continued  to  base  our  planning  on  conditions 
which  no  longer  exist. 

The  plan  that  I  suggest  anticipates  that  the  new  Federal  buildings  north  and  south 
of  the  Mall  will  continue  in  use  for  many  years  to  come,  but  that  we  shall  not  erect 
any  additional  buildings  in  the  area  except  as  may  be  necessary  to  complete  existing 
groups  which  cannot  be  left  in  their  present  unfinished  condition.  These  buildings  will 
house  those  Federal  activities  for  which  close  proximity  to  the  Capitol  and  White 
House  may  be  especially  desirable. 

A  new  park  belt,  roughly  semicircular  in  form,  will  be  created  in  the  approximate 
location  of  the  present  Florida  Avenue,  the  old  boundary  line  of  the  city  planned  by 
L' Enfant.  On  the  south  side  of  this  park  belt  there  will  be  a  high-speed  depressed 
highway.  The  park  area  on  the  north  side  of  this  highway  will  provide  ideal  sites  for 
future  Federal  buildings;  they  will  be  reasonably  close  to  the  downtown  area  and  at 
the  same  time  they  can  be  reached  from  any  part  of  the  city  without  passing  through 
the  business  section. 

The  present  office  building  district  centering  on  16th  and  K  Streets  can  be  retained 
and  expanded  both  east  and  west  into  a  new  downtown  shopping  center  based  on  K 
Street  instead  of  F  Street.  This  proposal  is  discussed  in  more  detail  on  plate  22. 

The  residential  districts  in  the  central  area,  because  of  their  unique  location,  should 
be  entirely  devoted  to  elevator  apartments  eight  to  fifteen  stories  in  height.  Even  with 
this  increased  height,  however,  reasonable  standards  of  density  will  only  permit  hous- 
ing 80,000  persons  in  the  central  area,  and  we  must  consider  other  possibilities  if  we 
desire  to  increase  the  accessibility  of  homes,  offices,  and  shops. 

The  decentralization  of  business  is  already  under  way  but  it  is  sporadic  and  un- 
planned. It  would  be  unwise  to  locate  Federal  establishments  at  random  in  the  resi- 
dential areas;  while  this  might  make  them  conveniently  accessible  to  the  employees 
who  lived  in  the  vicinity,  it  would  not  meet  the  needs  of  the  public  and  of  employees 
living  in  other  parts  of  town.  The  answer  will  be  found  in  a  new  circular  highway  with 
a  radius  of  about  4  miles  from  the  White  House;  this  will  provide  the  means  for  planned 
decentralization  of  business,  government,  and  institutional  activities. 
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Plate  17 


The  District  of  Columbia  area  is  well  served  by  an  existing  system  of  radial  avenues 
that  permit  direct  access  to  the  central  city.  The  real  congestion  occurs  when  automo- 
biles reach  the  downtown  section.  This  can  be  much  relieved  by  the  inner  ring,  which 
should  be  a  depressed  highway  that  will  not  interrupt  radial  traffic  and  will  permit  its 
distribution  efficiently;  traffic  will  proceed  around  rather  than  through  the  central  business 
district.  The  only  vehicles  entering  the  downtown  area  will  be  those  whose  ultimate 
destination  is  there.  Federal  buildings  will  be  reached  by  automobile  without  passing 
through  the  business  district. 

Next  in  importance  will  be  the  continuous  circular  highway  on  the  4-mile  radius 
described  in  the  discussion  of  the  use  map.  This  highway  should  have  no  grade  inter- 
sections and  should  consist  of  fast  electric  train  service  in  the  center,  with  a  grass  strip 
and  a  roadway  on  both  sides.  It  will  provide  fast  and  convenient  access  between  all  the 
numerous  types  of  activity  that  will  take  place,  more  or  less  continuously,  throughout 
its  entire  length  of  approximately  26  miles.  It  will  provide  ideal  distribution  for  all 
types  of  service  industries  that  serve  the  entire  metropolitan  area. 

High  schools,  hospitals,  and  colleges  can  be  conveniently  located  on  this  outer  ring, 
and  it  will  furnish  a  series  of  ideal  sites  for  future  Federal  buildings,  conveniently 
accessible  to  all  parts  of  the  city.  The  sites  thus  provided  would  permit  us  to  build 
modern  and  simple  office  buildings  ideally  suited  to  present  needs  and  free  us  from 
the  ponderous  and  inflexible  planning  that  results  from  an  excessive  regard  for  sym- 
metry and  a  monumental  axis. 

The  high-speed  boulevard  will  permit  us  to  integrate  into  the  city  plan  two  impor- 
tant elements.  The  highway  will  make  the  present  municipal  airport  and  the  proposed 
stadium  at  the  end  of  East  Capitol  Street  easily  accessible  to  all  parts  of  the  city.  Even 
at  the  low  density  of  thirty-five  persons  to  the  acre,  a  population  of  700,000  will  be 
within  easy  walking  distance  of  the  outer  business  and  governmental  ring. 

It  will  also  be  desirable  to  provide  additional  circumferentials  to  facilitate  com- 
munication between  all  parts  of  the  city  without  unduly  increasing  length  of  travel 
in  order  to  save  travel  time.  When  this  is  done  we  shall  find  that  traffic  has  been 
channelized  into  a  rational  system  of  principal  radial  and  circumferential  streets  that 
divide  the  city  into  reasonably  sized  neighborhood  units.  Within  these  neighborhood 
units  there  can  be  a  wide  variety  of  street  patterns  to  suit  purely  local  conditions  of 
topography  and  land  use.  A  rational  master  plan,  far  from  imposing  a  rigid  street  plan 
for  the  entire  city,  permits  a  maximum  flexibility  and  variety  in  neighborhood  planning. 
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Plate  18 

This  highway  map  of  the  central  city  shows  the  principal  streets  selected  for  chan- 
nelizing traffic  and  the  grade  separations  that  are  to  be  made  between  the  principal 
radial  and  circumferential  highways. 

The  original  L' Enfant  plan  is  left  essentially  undisturbed.  When  we  remove  a  por- 
tion of  the  Federal  and  business  activities  to  the  4-mile  ring  highway  and  permit  all 
other  Federal  buildings  to  be  reached  by  the  inner  ring,  we  shall  find  that  we  have 
solved  the  problem  of  downtown  traffic  congestion.  The  wide  streets  of  the  original 
plan  will  be  entirely  adequate  to  handle  the  reduced  traffic  load,  even  when  the  city 
reaches  a  population  of  2  million  inhabitants. 

Someday  the  buildings  in  the  Federal  Triangle  will  be  obsolete  and  we  shall  prob- 
ably tear  them  down,  for  they  have  no  historic  value  and  it  is  doubtful  if  we  shall  care 
to  preserve  them  for  aesthetic  reasons.  When  that  time  comes  we  shall  probably  want 
to  replace  them  with  simpler  structures  more  in  keeping  with  the  genuine  values  we 
find  in  the  White  House,  the  Capitol,  and  L'Enfant's  original  conception  of  the  Federal 
city.  Without  going  to  the  extreme  of  a  restoration  a  la  Williamsburg,  we  may  pay 
a  grateful  tribute  to  the  vision  of  the  founders  and  planners  of  the  capital  city  by  pre- 
serving the  original  character  of  the  Mall  area  instead  of  constantly  changing  it  to 
meet  the  vicissitudes  of  current  requirements. 
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Plate  19 


Washington  is  fortunate  in  possessing  a  good  system  of  radial  avenues  that  permit 
speedy  and  direct  access  from  the  central  city  to  the  outlying  sections.  They  cannot  be 
used  efficiently,  however,  because  of  the  interruptions  due  to  numerous  grade  inter- 
sections and  because  of  the  conflicts  that  exist  between  the  needs  of  public  and  private 
transportation.  I  have  selected  Connecticut  Avenue  as  an  illustration,  because  the 
rugged  topography  and  the  high  value  of  many  of  the  improvements  combine  to  make 
it  the  most  difficult  problem  among  the  various  existing  radials. 

The  drawing  at  the  left  shows  the  present  development  consisting  primarily  of  five- 
to  eight-story  apartments,  directly  on  the  avenue,  interspersed  with  scattered  business 
districts.  An  idea  of  the  rough  terrain  is  given  by  the  contours,  which  are  at  20-foot 
intervals.  • 

First  step. — Eliminate  all  parking  at  all  times  by  providing  sufficient  off-street 
automobile  parking,  as  indicated  by  the  white  rectangular  spaces.  In  a  few  instances 
it  will  be  necessary  to  demolish  some  of  the  existing  two-  and  three-story  houses  to 
provide  conveniently  located  off-street  parking.  The  cost  of  such  land  acquisition  and 
demolition  should  not  deter  us,  however,  for  these  buildings  will  ultimately  be  removed 
in  any  event.  As  a  result  of  the  creation  of  these  off-street  parking  areas,  it  will  be 
possible  to  provide  off-street  bus  stops,  as  illustrated  in  plan  and  perspective  at  the 
top  of  the  drawing,  leaving  the  main  roadway  clear  for  other  vehicles. 

Second  step. — Construction  of  a  complete  system  of  feeder  streets,  roughly  parallel 
to  Connecticut  Avenue.  These  feeder  streets  will  have  connections  with  the  existing 
underpasses  and  new  clover-leaf  grade  separations.  It  will  now  be  possible  to  eliminate 
all  grade  intersections  and  carry  a  large  volume  of  traffic  at  high  speed  on  the  existing 
60-foot  roadway. 

Third  step. — In  the  previous  steps  no  consideration  has  been  given  to  the  existing 
buildings.  But  the  time  will  come  when  it  is  desirable  to  redevelop  this  whole  area, 
and  the  final  drawing  suggests  the  changes  that  might  then  be  made.  Instead  of  scat- 
tered commercial  zoning  with  inadequate  parking  on  both  sides  of  the  avenue,  the 
neighborhood  shopping  center  is  located  on  one  side  of  the  avenue  and  provided  with 
adequate  parking  space.  The  elevator  apartment  buildings  are  set  back  some  dis- 
tance to  get  away  from  the  noise  of  high-speed  traffic.  The  off-street  parking  that  was 
originally  provided  to  meet  the  needs  of  the  apartment  occupants  is  no  longer  needed 
for  this  purpose.  It  will  now  have  a  new  function:  Residents  throughout  the  area  will 
tend  to  drive  to  the  nearest  bus  stop  and  park  their  car  right  at  the  bus  stop.  This  will 
relieve  congestion  in  the  downtown  streets  by  encouraging  the  use  of  an  improved  and 
convenient  system  of  public  transportation. 
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Plate  20 

The  lowest  drawing  shows  a  portion  of  the  existing  street  pattern  at  the  level  of  the 
proposed  outer  ring.  There  is  the  familiar  grid  of  streets  intersecting  at  right  angles  over 
which  is  superimposed  a  system  of  avenues,  but  several  of  these  avenues  lead  from 
nowhere  to  nowhere.  This  is  well  beyond  the  city  planned  by  L'Enfant  and  is  typical 
of  the  unimaginative  street  planning  that  was  done  in  the  late  nineties. 

The  middle  drawing  shows  this  same  section  as  proposed.  The  center  of  the  highway 
is  used  by  fast  electric  trains  with  covered  stations  at  the  intersecting  streets  furnishing 
a  convenient  transfer  point  to  radial  transportation.  On  each  side  of  the  electric  trains 
there  is  a  grass  strip  and  then  a  three-lane  highway  for  through  traffic.  Parallel  to  the 
depressed  highway  there  is  a  feeder  street  on  each  side  that  serves  purely  local  traffic 
and  gives  access  to  the  main  highway  at  selected  intervals.  To  the  north  of  the  ring 
highway  I  have  suggested  a  commercial  development  about  two  blocks  deep,  with 
wide  walks  and  lawns  in  the  center  for  leisurely  shopping  by  pedestrians  and  liberal 
parking  spaces  on  each  side  for  automobiles.  To  the  north  of  the  commercial  develop- 
ment there  is  a  park  about  one  block  deep  that  will  afford  a  pleasing  separation  between 
the  business  section  and  the  residential  section  just  beyond.  At  the  same  time  if  the 
business  section  should  expand  beyond  expectations,  there  will  be  room  for  adequate 
horizontal  expansion  and  ample  parking  space.  To  the  south  of  the  ring  highway  I 
have  suggested  various  government  or  institutional  buildings,  with  ample  parking 
space.  To  the  east  I  have  suggested  large  areas  for  warehouses  and  service  buildings, 
for  the  outer  ring  will  afford  ideal  distribution  to  all  parts  of  the  city. 

The  upper  drawing  shows  the  view  that  might  be  seen  from  one  of  the  office  build- 
ings on  the  south  side.  The  shops  are  generally  low  buildings,  but  a  few  larger  stores 
and  a  small  commercial  office  building  are  also  indicated.  The  roof  of  the  large  two- 
story  store  in  the  foreground  will  serve  as  a  parking  space  for  helicopters. 

The  prevailing  type  of  existing  outlying  commercial  developments  is  a  narrow 
strip  half  a  block  deep  along  a  radial  car  line  or  bus  line.  It  does  not  follow,  however, 
that  this  is  a  logical  or  desirable  arrangement.  The  stores  and  service  shops  that  do  not 
require  a  downtown  location  but  serve  more  than  a  local  neighborhood  will  find  that 
a  location  on  the  four-mile  ring  will  be  an  excellent  solution  for  their  requirements; 
it  will  permit  them  to  capitalize  on  their  neighborhood  contacts  and  yet  set  no  upper 
limit  on  the  growth  of  their  business. 
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Plate  21 


These  drawings  illustrate,  in  plan  and  perspective,  a  portion  of  the  inner  ring, 
from  20th  Street  to  15th  Street.  The  principal  intersecting  streets  are  carried  over  the 
new  depressed  highway  at  approximately  their  present  level.  The  important  radial 
highways,  such  as  16th  Street  and  Connecticut  Avenue,  are  connected  to  the  ring 
boulevard  by  means  of  clover-leaf  grade  separations.  This  will  permit  both  busses  and 
automobiles  approaching  the  central  area  through  the  radial  avenues  to  enter  the 
inner  ring  and  discharge  their  passengers  at  practically  all  the  present  and  future 
government  buildings  in  the  central  area  without  passing  through  the  downtown 
business  district. 

Streetcar  lines  will  pass  over  the  depressed  highway  and  convenient  transfer  points 
are  provided,  permitting  passengers  to  transfer  to  ring  busses  serving  the  government 
buildings.  The  central  business  area  can  be  reached  by  streetcars  and  busses  con- 
tinuing straight  through  on  the  radials  or  by  busses  entering  K  Street  from  the  ring, 
thus  forming  two  contiguous  inner  loops  within  this  ring.  In  some  instances  the  traffic 
using  the  depressed  highway  will  cover  slightly  greater  distances  than  it  would  now, 
but  this  will  be  more  than  made  up  by  avoiding  interruptions  due  to  traffic  lights  and 
congestion. 

The  large  park  area  just  outside  the  inner  ring  serves  a  triple  purpose.  It  will  pro- 
vide a  suitable  recreational  area  that  can  be  conveniently  reached  by  the  inhabitants 
of  the  most  densely  populated  section  of  the  city;  it  will  provide  a  measure  of  flexibility 
in  planning  for  temporary  or  permanent  needs  that  cannot  be  foreseen,  such  as  the 
need  during  this  war  for  a  huge  building  area  with  suitable  transportation  facilities — 
a  need  that  was  very  inadequately  met  by  the  Pentagon  Building  site;  it  will  provide 
ideal  sites  for  permanent  Federal  buildings  that  require  a  central  location. 

The  inner  side  of  the  ring  will  furnish  suitable  sites  for  commercial  buildings 
desiring  a  relatively  central  location  and  more  ample  parking  than  can  reasonably 
be  provided  in  the  prime  downtown  shopping  district.  The  ample  parking  available 
and  the  accessibility  to  all  forms  of  transportation,  as  well  as  the  nearness  to  the  Federal 
buildings,  will  make  the  inner  side  of  the  ring  an  ideal  location  for  restaurants  and 
moving-picture  theaters. 

Although  the  density  that  has  been  suggested  for  the  central  residential  area  is  only 
100  persons  per  acre,  about  the  same  as  the  present  density,  the  housing  takes  the 
form  of  apartment  buildings  six  to  fifteen  stories  high  as  against  the  present  average 
of  approximately  three  stories.  This  will  permit  ample  light  and  air,  some  garden  space, 
and  adequate  parking  for  automobiles. 
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Plate  22 

Unless  shopping  in  the  central  area  can  be  made  more  convenient  and  attractive  to 
the  purchaser,  the  latter  will  tend  to  make  greater  use  of  the  outlying  commercial 
centers.  The  downtown  merchant  will  be  increasingly  deprived  of  the  city-wide  pur- 
chasing power  that  provides  the  basis  for  variety,  competition,  and  economy  in  the 
distribution  of  goods.  Let  us  begin,  therefore,  by  accepting  the  point  of  view  of  the 
shopper.  The  downtown  shopping  district  should  be  conveniently  accessible  to  all 
parts  of  the  city  by  means  of  both  public  and  private  transportation.  Even  though 
improvements  in  bus  and  streetcar  service  facilitate  a  greater  use  of  public  trans- 
portation, a  large  number  of  shoppers  will  desire  to  use  their  own  cars:  reasonably 
adequate  parking  facilities  should  be  provided  immediately  adjacent  to  the  downtown  stores; 
it  should  not  be  necessary  to  cross  a  street  from  parking  place  to  store. 

Once  in  the  shopping  district,  shoppers  should  be  able  to  reach  all  the  stores  with- 
out crossing  vehicular  traffic  and  without  the  necessity  of  stopping  at  every  block  for 
traffic  lights.  Ideally,  this  would  mean  that  no  vehicles  of  any  kind  should  be  per- 
mitted in  the  principal  shopping  street.  I  have  suggested  a  reasonable  compromise  with 
this  ideal — busses  will  be  the  only  vehicles  permitted  on  the  main  level  of  the  shopping 
street.  Passengers  on  the  busses  will  not  have  their  view  of  the  store  displays  interrupted 
by  other  vehicles  and  will  be  given  the  most  convenient  vehicular  access  to  stores.  The 
complete  elimination  of  all  other  traffic  will  permit  a  sufficient  number  of  busses  to 
flow  smoothly.  There  is  no  interruption  to  pedestrian  traffic  in  a  direction  parallel  to 
the  busses;  at  right  angles  to  the  busses  the  pedestrian  need  only  negotiate  a  single  lane 
containing  busses  moving  in  one  direction.  Furthermore,  some  of  the  principal  de- 
partment stores  can  be  located  over  street  intersections  so  that  they  may  be  reached 
from  either  side  of  the  two  intersecting  streets  at  all  levels.  Shopping  will  no  longer  be 
a  struggle  between  all  forms  of  pedestrian  and  vehicular  traffic;  it  will  be  a  leisurely 
walk  in  pleasant  surroundings.  In  pleasant  weather  friends  can  meet  in  attractive  open- 
air  cafes  in  the  landscaped  central  gardens  that  will  replace  the  asphalt  and  its  heat- 
laden  reflections. 

The  drawing  is  merely  suggestive  of  some  of  the  features  we  may  incorporate  in  a 
modern  shopping  center  if  we  undertake  its  rebuilding  in  a  new  location.  It  will  be  far 
more  difficult  to  provide  an  attractive  and  efficient  shopping  district  in  the  present 
location,  and  there  is  no  good  reason  for  attempting  it.  The  land  values  created  in  the 
new  location  will  be  at  least  as  great  as  the  land  values  that  could  be  salvaged  in  the 
present  shopping  area;  the  buildings,  with  a  few  exceptions,  are  of  relatively  ancient 
vintage  and  should  be  demolished  anyway. 
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Plate  23 

These  photographs  illustrate  three  types  of  housing  under  present  methods  of  land 


use. 


1.  Upper  right  and  lower  right  present  two  views  of  Fort  Dupont  Houses,  a 
public  housing  development  built  by  the  Alley  Dwelling  Authority,  now  the  National 
Capital  Housing  Authority.  Architect,   Louis  Justement.  The  lower  view  shows  a 
portion  of  the  project  located  on  the  crest  of  a  natural  knoll;  every  effort  has  been  made 
to  preserve  existing  topography  and  existing  trees.   The  upper  photograph  shows 
dwelling  units  that  are  essentially  row  houses,  although  a  combination  of  two  entrance 
doors  served  by  one  entrance  walk  and  stoop  permits  certain  simplifications  not  usually 
found  in  row  housing.  Although  there  is  a  pronounced  grade  in  the  street,  it  will  be 
seen  that  some  effort  is  made  to  avoid  the  monotony  that  results  when  each  individual 
house  has  the  same  relationship  to  the  street  curb.  (Courtesy  of  Gottscho-Schleisner.) 

2.  Lower  left  illustrates  the  typical  operative  builder's  approach  to  substantially 
the  same  problem  as  that  shown  in  upper  right  photograph.  Each  individual  house  is 
identically  the  same  and  is  repeated  for  the  full  length  of  the  block,  each  house  with 
the  same  porch,  a  separate  walk,  and  the  same  relationship  to  the  street  curb.  Even 
the  planting  is  unimaginatively  repeated. 

3.  Center  right  shows  typical  rear-yard  conditions  in  the  average  speculative 
row-housing  development.  The  garages  are  usually  provided  by  the  individual  owner 
in  a  manner  that  is  even  more  unsightly  and  haphazard  than  if  built  by  the  speculative 
builder.  It  is  the  unsightly  appearance  of  the  rear  of  row  houses  more  than  the  monot- 
ony of  their  fronts  that  has  resulted  in  extensive  zoning  restrictions  against  this  form 
of  housing,  which  possesses  many  advantages  for  families  of  low  and  moderate  incomes. 
Instead  of  boasting  that  they  do  not  need  architects,  as  they  did  in  a  recent  Senate 
committee  hearing,  operative  builders  will  find  it  profitable  as  well  as  advantageous  to 
employ  competent  architectural  services.  What  would  we  think  of  an  automobile 
manufacturer  who  boasted  that  he  saved  money  for  the  purchaser  by  eliminating  the 
services  of  the  engineer  and  designer? 

4.  Center  left  shows  an  airplane  view  of  "Falkland,"  a  privately  owned  housing 
project  financed  by  means  of  an  FHA-insured  mortgage.  Louis  Justement,  architect. 
An  existing  Y-shaped  valley  has  been  carefully  preserved  and  this  has  permitted  the 
retention  of  practically  every  tree  on  the  original  site.  The  use  of  courts  opening  on  the 
surrounding  streets  permits  greater  variety  in  appearance  and  a  more  economical  use 
of  the  land,  while  providing  the  same  density  per  acre  as  typical  row  housing.  The 
preservation  of  existing  trees  provides  privacy  as  well  as  agreeable  surroundings.  The 
living  porches  generally  face  the  rear  garden  and  there  are  play  areas  for  small  children. 
(Courtesy  of  Todd  Aerial  Surveys.) 
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The  prevailing  characteristic  of  urban  development  is  disorder  caused  by  the 
crazy-quilt  pattern  of  land  ownership  and  the  haphazard  fashion  in  which  adjoining 
lots  or  parcels  are  developed  by  their  respective  owners. 

1.  Upper  left  shows  conditions  on  New  York  Avenue,  one  block  from  the  Treasury 
Building. 

2.  Upper  right  shows  the  corner  at  12th  and  E  Streets,  within  one  short  block 
of  the  very  heart  of  the  downtown  shopping  district  at  12th  and  F  Streets.  Notice  the 
age  and  disreputable  appearance  of  most  of  the  buildings.  Blight  is  not  confined  to 
residential  slums  but  extends  to  the  prime  commercial  property. 

3.  Center  shows  a  portion  of  Georgia  Avenue  in  Silver  Spring,  Maryland,  one  of 
the  most  prosperous  suburbs  in  the  metropolitan  area.  It  is  typical  of  a  main  street  in 
any  small  town.  A  few  blocks  farther  out  Silver  Spring  has  a  more  modern  shopping 
center;  under  present  methods  of  land  ownership,  however,  the  conditions  shown  in 
the  picture  w ill  never  be  substantially  improved.  New  commercial  developments  will  take 
place  by  further  extensions  into  the  residential  areas  because  the  difficulties  of  assem- 
bling the  land  for  redevelopment  of  the  present  blighted  business  district  are  insuperable. 

4.  Lower  shows  a  park-and-shop  development  on  Massachusetts  Avenue.  The 
character  of  the  buildings  is  not  particularly  distinguished,  but  a  great  improvement 
has  been  made  over  the  conditions  shown  by  the  preceding  illustrations.  This  improve- 
ment is  solely  due  to  the  fact  that  the  land  was  under  one  ownership  and  was  developed 
as  a  unit  with  the  object  of  meeting  the  needs  of  shoppers  and  merchants.  Order  has 
been  substituted  for  disorder.  This  is  merely  a  small-scale  illustration  of  the  advantages 
that  can  be  secured  when  a  little  thought  and  effort  have  been  given  to  the  develop- 
ment of  a  business  area  as  a  unit;  like  Columbus's  egg,  it  seems  so  simple  and  logical 
a  solution  that  it  cannot  be  appreciated  unless  we  compare  it  with  the  fumbling  so 
evident  in  the  preceding  photographs. 

It  is  now  proposed  that  the  congestion  of  the  downtown  shopping  area  be  relieved 
by  the  construction  of  subways  that  will  serve  the  present  decrepit  buildings.  Before 
we  perpetuate  these  conditions,  it  would  seem  desirable  to  consider  the  possibility  of 
building  a  new  shopping  district  that  will  be  as  much  superior  to  the  one  we  now  have 
as  the  development  in  the  lower  picture  is  superior  to  the  one  in  the  center.  Let  us  not 
be  afraid  to  plan  the  city. 
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Summary 


The  conservative  reader  may  be  dis- 
turbed at  the  drastic  nature  of  some  of 
the  changes  I  have  suggested  in  the  pre- 
ceding illustrations,  especially  with  re- 
spect to  the  proposed  relocation  of  the 
downtown  shopping  district.  There  may 
be  others  who  will  feel  that  I  have  made 
too  many  concessions  to  the  present  plan 
of  Washington.  Whether  I  have  erred 
too  much  to  the  left  or  to  the  right  is 
not  particularly  important,  since  the  sug- 
gestions are  presented  merely  by  way  of 
illustration  and  for  the  purpose  of  provok- 
ing thought  rather  than  gaining  adher- 
ents for  a  particular  plan.  Neither  have 
I  intended  to  be  critical  of  the  National 
Capital  Park  and  Planning  Commission 
which  is  doing  a  technically  competent 
job  under  most  difficult  conditions. 

It  is  in  the  search  for  a  democratic 
planning  procedure  which  represents  the 
striving  and  purposefulness  of  the  city 
that  we  shall  find  a  means  of  solving  the 
inherent  conflict  between  the  rights  of 
the  individual  and  the  rights  of  the  com- 
munity. The  individual  feels  justified  in 
insisting  upon  the  unrestricted  use  of  pri- 
vate property,  unless  he  realizes  that  a 
worthwhile  community  purpose  is  being 
served  by  the  proposed  plan.  The  indi- 
vidual citizen  will  be  less  likely  to  oppose 
the  community  effort  if  he  has  had  a 
share  in  shaping  the  program.  The  city, 
on  the  other  hand,  should  make  every 
effort  to  devise  a  procedure  that  will 
provide  for  an  equitable  distribution  of 
the  losses  as  well  as  the  gains  that  will 


accrue  from  the  new  plan.  I  believe  that 
the  simplest  and  most  equitable  proce- 
dure will  involve  ultimate  ownership  of 
urban  land  by  a  municipal  realty  corpo- 
ration, but  I  would  by  no  means  exclude 
any  other  method  that  achieves  the  same 
equitable  results. 

There  is  ample  room  for  experimenta- 
tion with  various  forms  of  urban  land 
control  by  each  city.  But  we  should  be 
less  timorous  in  physical  and  economic 
planning  on  a  local  scale  than  we  are  on 
the  national  scale,  because  local  controls 
are  not  subject  to  the  same  objections 
as  national  controls.  In  extreme  cases, 
residents  of  a  community  can  and  do 
move  to  another  city  when  they  are  dis- 
satisfied. This  fact  will,  in  itself,  tend  to 
curb  any  excessive  interference  with  in- 
dividual rights,  while  permitting  a  degree 
of  wholesome  experimentation  that  we 
might  fear  to  accept  on  a  national 
scale. 

A  safe  principle  in  the  physical  plan- 
ning of  cities  is  to  limit  the  controls  of 
the  master  plan  to  the  minimum  con- 
sistent with  the  major  objectives.  The 
principal  parts  of  the  urban  region  can 
then  be  subjected  to  a  somewhat  more 
detailed  study,  still  minimizing  the  ex- 
tent of  the  controls.  It  is  only  when  we 
consider  neighborhoods  that  we  should 
resort  to  detailed  planning.  This  will  per- 
mit a  maximum  of  variety  for  individual 
initiative  consistent  with  the  unity  re- 
quired to  avoid  the  chaos  that  is  so  charac- 
teristic of  our  present  urban  growth. 
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A   PROGRAM  FOR  CITY  BUILDING 


"I — ^EDERAL  legislation  is  usually  the  re- 
1-^  sultant  of  various  political  forces 
JL  that  we  call  pressure  groups.  For 
quick  results  we  are,  therefore,  tempted 
to  look  for  support  from  a  number  of  such 
groups  and  to  frame  legislation  with  a 
view  to  securing  such  support.  Because 
of  the  apathy  of  the  vast  majority  of  the 
electorate  it  is  sometimes  possible  to  secure 
legislation  on  the  basis  of  the  pressure  of 
relatively  small  organized  minorities. 
When  the  new  law  has  been  adopted, 
however,  we  frequently  find  that  its 
administration  affects  some  interests  ad- 
versely; if  these  interests  are  sufficiently 
powerful  they  organize  counterpressures 
that  are  able  to  effect  the  repeal  or  sub- 
stantial modification  of  the  original  law. 
For  some  purposes  it  is  possible  to  pro- 
ceed on  the  basis  of  minority  pressures 
and  counterpressures;  without  this  con- 
cession to  practical  politics  we  would 
have  very  little  progress  in  a  democracy. 
The  replanning  and  reconstruction  of  our 
cities,  however,  is  a  long-term  program 
that  will  lose  most  of  its  value  if  it  be- 
comes a  football  of  politics  and  is  sub- 
jected to  constant  changes,  interruptions, 
and  reversals  of  policy.  It  is  obvious  that 
the  private  financing  of  buildings,  for 
instance,  which  involves  twenty-  and 
thirty-year  loans,  cannot  be  expected  to 
proceed  satisfactorily  in  the  face  of  such 
uncertainties.  In  dealing  with  this  type 
of  legislation,  therefore,  we  should  not  be 
content  with  wangling  a  law  through 
Congress  on  the  basis  of  a  combination 
of  pressure  groups.  In  the  effort  to  do  so, 
we  would  find  it  necessary  to  make  sub- 
stantial concessions  to  organized  minori- 


ties in  order  to  secure  their  support;  the 
law  would  be  framed  to  satisfy  selfish 
groups  instead  of  the  general  welfare  and 
would,  to  that  extent,  be  ill  advised. 
Lacking  popular  support  and  under- 
standing, the  new  law  would  probably 
be  repealed  in  a  few  years. 

It  would  be  unrealistic  to  suppose,  on 
the  other  hand,  that  it  will  be  possible 
to  inform  the  entire  electorate  and  con- 
vince a  majority  of  the  voters  of  the 
necessity  for  urban  reconstruction.  It  is 
practically  impossible  to  sway  a  majority 
of  the  voters  on  the  basis  of  reason  unless 
the  subject  matter  is  very  simple — and 
we  are  dealing  in  this  case  with  an  ex- 
tremely complex  subject.  Is  there  any 
escape  from  this  dilemma?  Must  we  choose 
between  the  futility  of  relying  on  small 
and  selfish  pressure  groups  and  the  futility 
of  attempting  the  impossible  task  of  arous- 
ing a  majority  of  the  electorate  from  its 
apathy?  I  believe  that  there  is  a  third 
possibility  more  promising  than  either 
of  these  alternatives — we  may  attempt 
to  discover  a  trend  in  political  develop- 
ments and  frame  a  program  that  has  a 
good  chance  of  survival  because  it  is 
based  on  taking  advantage  of  probable 
long-term  trends  rather  than  immediate 
political  expediency. 

The  present  impulse  of  many  voters 
is  directed  towards  a  removal  of  govern- 
mental controls  and  a  return  to  laissez 
faire.  On  the  other  hand,  the  average 
citizen  wants  security  of  employment  and 
is  rightly  fearful  of  reestablishing  the  con- 
ditions that  produced  the  last  depression. 
In  the  long  run  it  is  probable  that  the 
desire  for  security  will  be  the  stronger  of 
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these  two  conflicting  emotions  and  that 
this  nation  will  devise  some  form  of  com- 
pensatory economy  that  retains  the  more 
essential  features  of  the  profit  system. 
The  effect  of  war  spending  in  producing 
full  employment  is  one  of  those  simple 
and  dramatic  facts  which  can  be  under- 
stood by  the  average  citizen.  If  the  decision 
in  favor  of  a  compensatory  economy  is 
accepted  as  a  continuing  national  policy, 
there  will  be  a  demand  for  a  program 
which  produces  the  maximum  results  in 
employment  and  stimulation  of  private 
business  for  the  minimum  Federal  ex- 
penditure. The  reconstruction  of  our  cities 
not  only  meets  this  requirement  but  will 
improve  the  standard  of  living  and  give 
us  a  profound  sense  of  constructive  ac- 
complishment. It  is  almost  inevitable, 
therefore,  that  the  time  will  come  when 
suitable  Federal  legislation  for  urban  re- 
development will  be  welcomed;  it  will 
be  so  urgently  required  that  no  pressure 
groups  will  be  necessary  to  force  it  on  a 
reluctant  Congress — provided  that  those 
of  us  who  realize  the  value  of  city  plan- 
ning have,  in  the  meantime,  devised  a 
reasonably  comprehensive  and  workable 
program. 

Our  responsibility,  as  planners,  is  to 
begin  now  to  develop  a  program  that  is 
sufficiently  ambitious  to  stir  the  imagina- 
tion of  the  voter  and  the  politician — if 
not  this  year,  then  next  year  or  the  year 
after  that.  Let  us  devise  a  plan  that  will 
produce  results  on  a  large  scale,  and  let 
us  not  be  frightened  by  immediate  polit- 
ical difficulties.  We  must  patiently  de- 
velop a  plan  that  will  permit  a  vast 
stimulation  of  the  construction  industry, 
that  involves  the  minimum  of  regulation 
and  governmental  controls  consistent  with 
the  attainment  of  genuine  city  planning. 
We  should  be  our  own  severest  critics 
and  not  be  satisfied  with  anything  less 
than  the  simplest  and  most  effective  meas- 
ures which  will  meet  these  requirements. 
If  we  are  able  to  develop  an  effective 


program  the  time  will  come  when  it  will 
be  adopted,  because  it  fills  a  need.  But 
if  we  are  so  concerned  with  immediate 
legislation  that  we  submit  half-baked 
legislative  proposals,  and  then  make  con- 
cessions right  and  left  in  order  to  secure 
political  support,  we  shall  end  by  being 
frustrated  and  defeated  in  every  worth- 
while purpose  with  which  we  started. 

The  citizen  who  has  caught  a  glimpse 
of  what  real  city  planning  could  mean 
for  us  will  be  disturbed  at  this  idea  of 
waiting  helplessly  for  the  tide  to  change 
in  order  to  start  under  favorable  condi- 
tions, because  in  the  meantime  we  shall 
be  experiencing  a  period  of  great  building 
activity,  both  public  and  private;  a  very 
large  part  of  these  new  buildings  will  be 
based  on  inadequate  city  planning,  and 
the  more  expensive  structures  may  con- 
stitute serious  stumbling  blocks  to  an 
effective  plan  when  we  finally  undertake 
the  task  in  earnest.  I  believe  that  this  is 
a  risk  that  we  shall  have  to  take,  but  that, 
if  we  look  at  things  in  their  true  propor- 
tion, it  is  a  much  smaller  risk  than  is 
commonly  supposed.  Real  city  planning 
will  involve  the  complete  reconstruction 
of  the  city;  as  we  must  necessarily  devise 
financial  mechanisms  that  will  permit 
the  ultimate  destruction  of  all  existing 
buildings,  the  additional  financial  burden 
involved  in  replacing  the  ill-advised  new 
buildings  which  may  be  erected  during 
the  next  decade  will  be  relatively  insig- 
nificant. We  must,  in  any  event,  devise  a 
means  of  paying  for  the  mistakes  of  the 
past  hundred  years  of  thoughtless  urban 
development.  The  mistakes  that  we  shall 
make  during  another  ten  years  will  not 
prevent  us  from  reaching  a  solution;  it 
is  not  the  total  cost  that  is  the  real  dif- 
ficulty but  the  apportionment  of  the 
cost  in  the  most  equitable  manner.  We 
shall  find  the  answer  to  our  problem  by 
carefully  considering  methods  of  pro- 
cedure rather  than  by  trying  to  avoid 
expenditures. 
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In  the  following  chapters  I  shall  suggest 
political,  administrative,  and  financial 
controls  for  implementing  a  program  of 
urban  reconstruction.  I  shall  begin  at 
the  Federal  level  because  I  am  convinced 
that  no  substantial  progress  in  real  city 
planning  will  be  made  without  Federal 
aid;  furthermore,  that  the  economic  bene- 
fits will  not  be  fully  realized  without 
coordination  of  construction  activities, 
which  can  result  only  from  Federal  stimu- 
lation. I  do  not  have  the  presumption  to 
believe  that  the  procedure  that  I  shall 
outline  is  the  only  way  or  the  best  way 
of  securing  the  desired  results.  The  lan- 
guage used  may,  at  times,  appear  to  be 
somewhat  dogmatic  but  I  offer  this  gen- 
eral explanation  at  the  outset:  I  shall 
try  to  avoid  burdening  the  reader  with 
constantly  reiterated  qualifications.  A 
great  deal  has  been  written  on  the  subject 
of  urban  redevelopment,  but  there  have 
been  few  writers,  if  any,  who  have  at- 
tempted to  describe  any  comprehensive 
administrative  and  financial  mechanism 
for  producing  the  desired  results.  Per- 
haps this  reluctance  to  describe  methods 
is  due,  in  part,  to  a  fear  of  frightening 
the  public  with  the  complications  which 
are  inevitably  involved  in  a  complex 
subject.  In  order  to  avoid  costly  and  dis- 
couraging errors  in  administration,  how- 
ever, we  should  consider  the  simplest 
effective  methods  of  doing  the  job;  fur- 
thermore, we  shall  not  be  able  to  make 
intelligent  recommendations  for  legisla- 
tion unless  we  have  a  clear  conception  of 
how  this  legislation  can  be  administered. 

Since  there  is  little  likelihood  that  any 
genuine  program  for  urban  reconstruc- 
tion will  be  adopted  immediately,  there 
is  no  urgent  necessity  for  immediate  agree- 
ment. That  is  all  the  more  reason  why 
those  of  us  who  are  familiar  with  the 
economic  functioning  of  the  construction 
industry  may  perform  a  useful  public 
service  by  suggesting  and  discussing  suit- 
able controls  for  integrating  this  industry 
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into  a  smoothly  functioning  national  econ- 
omy. Let  us  proceed  by  trial  and  error 
on  paper;  when  suitable  legislation  is 
secured  there  will  then  be  a  minimum 
of  trial  and  error  when  we  reach  the 
bricks  and  mortar  stage. 

There  are  many  features  of  the  pro- 
gram described  in  the  following  chapters 
that  will  appear  difficult  of  immediate 
realization.  I  have,  however,  consistently 
subjected  my  thinking  to  a  realistic  ac- 
ceptance of  certain  conditions  that  I  shall 
list  as  follows: 

1.  The  American  people  expect  to  continue 

the  existence  of  their  system  of  private 
enterprise  known  as  "capitalism"  or 
"the  profit  system." 

2.  Americans  will  accept  necessary  modifi- 

cations of  this  system  reluctantly  and 
will  desire  to  keep  the  controls  as  simple 
as  possible  consistent  with  the  goal  of 
economic  security. 

3.  Few  things  are  more  irritating  than  legis- 

lation and  regulations  which  are  inef- 
fective. When  a  remedy  is  proposed  we 
must  be  sure  that,  if  accepted,  it  will 
produce  the  desired  results.  We  must 
beware  of  the  temptation  to  compromise 
in  order  to  secure  popular  approval. 

4.  We  shall  not  be  saved  from  regimentation 

by  resisting  planning.  There  will,  in  any 
event,  be  a  constant  stream  of  economic 
controls  intended  to  overcome  economic 
maladjustments.  By  planning,  which  is 
merely  another  name  for  forethought, 
we  may,  on  the  contrary,  devise  the 
simplest  and  the  least  burdensome  as 
well  as  the  most  effective  forms  of 
control. 

Subject  to  the  above  limitations,  I  shall 
describe  a  program  for  urban  redevelop- 
ment that  will  permit  us  to  proceed  with 
the  reconstruction  of  American  cities  in  a 
manner  consistent  with  the  needs  of  the 
economy.  It  will  be  seen  that  a  great 
variety  of  factors  are  involved  and  that 
these  must  be  integrated  into  a  unified 
plan.  A  careful  balance  must  be  pre- 
served between  the  need  for  unity  of 
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purpose,  which  depends  so  largely  upon 
centralized  control,  and  the  need  for  pre- 
serving individual  initiative,  which  de- 
pends largely  on  the  avoidance  of  any 
control.  I  have,  therefore,  sought  to  pre- 
sent a  plan  in  which  the  centralized  Fed- 
eral functions  would  be  limited  to  the 
absolute  minimum  consistent  with  reach- 
ing the  desired  objectives.  Municipal 
administration  should,  likewise,  be  or- 
ganized on  a  basis  that  permits  the 
greatest  scope  for  the  creative  ability  of 
the  individual.  Financing  must  be  de- 
vised on  a  basis  that  can  be  relied  upon 
to  produce  the  desired  volume  of  con- 
struction. And  all  this  must  be  accom- 
plished in  the  simplest  possible  manner. 

In  planning  a  building  the  architect 
must  carefully  consider  structural  methods 
and  building  materials  as  well  as  the 
organization  of  space  to  meet  functional 
needs.  The  conception  of  the  plan  is 
preferably  the  work  of  an  individual. 
Once  a  sketch  has  been  prepared,  how- 
ever, the  designer  may  submit  it  for  criti- 
cism and  review  by  the  owner,  by  his 
colleagues,  and  by  engineers  and  finan- 
ciers associated  with  him  in  the  proposed 
enterprise.  On  the  basis  of  these  criti- 
cisms and  suggestions  the  plan  may  be 
modified,  or  it  may  be  found  more  desir- 
able to  start  all  over  again  and  produce 
a  new  one.  In  order  to  have  a  basis  for 
discussion  by  all  interested  parties,  how- 
ever, we  must  start  by  presenting  some- 
thing that  is  not  merely  an  idea  in  the 
mind  of  its  creator;  we  must  begin  with 
a  plan  that  is  sufficiently  definite  to  per- 
mit careful  criticism  from  all  relevant 
points  of  view.  It  is  this  kind  of  sketch 
which  I  am  now  submitting. 

Many  city  planners,  architects,  engi- 
neers, economists,  lawyers,  sociologists, 
realtors,  builders,  and  bankers  have  a 
professional  or  business  interest  in  city 
planning,  but  their  interest  tends  to  be 
too  specialized  to  encourage  them  to  for- 
mulate a  broad  over-all  program  for  ur- 
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ban  reconstruction.  Many  of  them  will, 
however,  be  able  to  suggest  desirable 
modifications.  Or  perhaps  they  will  pre- 
sent entirely  new  and  better  plans  as  a 
result  of  suggestions  contained  in  this  one, 
for  it  is  often  easier  to  find  a  better  way  of 
doing  a  thing  than  it  is  to  find  any  way  of 
doing  it  in  the  first  place.  In  any  event, 
I  believe  that  the  most  important  task 
confronting  those  of  us  who  favor  genu- 
ine city  planning  is  to  seek  to  develop  a 
workable  program  and  some  agreement 
among  ourselves  before  we  seek  to  secure 
enabling  legislation.  If  we  are  able  to 
develop  a  good  plan,  a  plan  that  is  in 
line  with  foreseeable  political  and  eco- 
nomic trends,  I  am  sure  that  the  time  will 
come  when  it  will  be  welcomed  with 
open  arms  by  the  politicians — and  if  it  is 
not  a  good  plan  why  should  we  seek  to 
have  it  adopted? 

It  will  be  said  that  I  am  unduly  opti- 
mistic in  believing  that  a  sound  program 
for  urban  reconstruction  will  be  accepted 
on  the  basis  of  its  merit,  either  now  or 
later.  Let  me  ask  a  question  in  reply: 
How  many  of  us  are  there  who,  in  1926, 
would  have  dared  to  prophesy  that,  with- 
in ten  years,  the  Federal  government 
through  the  HOLG  would  have  refi- 
nanced more  than  a  million  private 
homes,  the  FHA  would  offer  Federal 
mortgage  insurance  for  new  homes  and 
housing  projects,  and  the  PWA  would  be 
engaged  in  the  construction  of  new  public 
housing  projects?  To  have  predicted  the 
enactment  of  such  measures  within  a 
decade  would  have  been  fantastic  in  1 926, 
for  the  very  ideas  on  which  they  were 
based  did  not  yet  exist.  Not  having  fore- 
seen this  possibility,  planners  were  not 
prepared  for  their  opportunity  when  it 
came;  the  legislation  had  to  be  hastily 
improvised. 

We  shall  not  automatically  escape  an- 
other depression.  If  we  place  too  much 
reliance  on  the  uncontrolled  functioning 
of  our  system  of  private  enterprise  we 
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shall,  sooner  or  later,  go  through  the 
agony  of  another  economic  crisis.  Then 
a  carefully  developed  plan  for  urban  re- 
construction will  be  accepted  because  it 
represents  order  and  forethought  in  the 
midst  of  chaos.  Fortunately  there  are 
some  indications  that  we  shall  not  permit 
ourselves  to  go  into  the  tail  spin  of  another 
depression.  Businessmen  have  begun  to 
study  the  functioning  of  our  economy  in 
such  organizations  as  the  CED  (Com- 
mittee for  Economic  Development),  and 
the  economic  studies  carried  on  by  both 
the  CIO  and  the  AFL  may  prove  far 
more  fruitful  of  constructive  results  than 
the  average  citizen  would  expect.  If  we 
are  able  to  forestall  the  occurrence  of 
another  economic  crisis,  it  will  be  because 
we  have  the  good  fortune  or  the  sagacity 
to  accept  the  principle  of  a  compensatory 
economy  before  rather  than  after  the  crisis 
occurs.  In  either  event,  however,  a  sound 
program  for  urban  reconstruction  will, 
almost  inevitably,  be  an  essential  feature 
of  the  over-all  plan  of  preserving  the 
profit  system  and  economic  security.  If 
we,  as  planners,  architects,  economists, 
and  technicians  have  devised  a  procedure 
for  genuine  city  planning  that  has  been 
modified  to  meet  the  constructive  criti- 
cism of  all  interested  parties,  we  shall  not 
have  any  difficulty  in  having  it  accepted 
when  the  proper  time  comes. 

The  search  for  a  good  ultimate  plan 
without  too  much  regard  for  immediate 
political  exigencies  will  provide  immedi- 
ate as  well  as  future  benefits;  it  will 
enable  us  to  make  a  more  critical  exami- 
nation of  the  constant  stream  of  proposals 
that  are  certain  to  be  made  by  those  who 
want  to  start  rebuilding  tomorrow.  When 
viewed  in  the  light  of  an  adequate  over-all 
program,  many  of  these  proposals,  al- 
though superficially  plausible,  will  be 
found  undesirable.  There  will  be  other 
measures  that  may  possibly  be  modified 
and  serve  as  steppingstones  to  reach  the 
ultimate  goal.  There  will  be  a  third  class 


of  proposals  that  are  neither  harmful  nor 
beneficial.  It  will  be  sufficient  to  call 
attention  to  this  probability  in  order  to 
avoid  unnecessary  public  disillusionment, 
which  would  increase  resistance  to  more 
effective  measures  submitted  at  a  later 
date. 

But  the  most  important  reason  for  con- 
sidering all  phases  of  urban  reconstruction 
in  one  comprehensive  program  is  that 
we  cannot,  in  good  faith,  seek  public 
approval  on  the  basis  of  a  series  of  unre- 
lated measures  that  would  tend  to  pro- 
mote genuine  city  planning.  The  basis 
of  good  planning  is  the  creation  of  an 
intelligent  order  and  a  careful  weighing 
of  the  relative  importance  of  the  various 
factors.  This  applies  quite  as  much  to 
social,  economic,  and  political  planning 
as  it  does  to  a  building.  The  capable 
architect,  in  designing  a  building,  seeks 
advice  and  guidance  from  the  owner, 
the  structural  engineer,  the  mechanical 
engineer,  and  a  host  of  other  specialists, 
but  the  well-designed  building  is  more 
than  a  compilation  resulting  from  this 
specialized  information.  Likewise,  those 
of  us  who  seek  to  present  an  over-all 
program  for  urban  reconstruction  must 
break  through  the  inhibitions  of  our  own 
specialized  field  and  attempt  the  creative 
task  of  devising  a  general  plan  that  can 
be  viewed  in  its  entirety. 

It  may  be  an  exaggeration  to  say  that 
the  time  will  come  when  even  a  good 
program  for  urban  reconstruction  will 
be  accepted  without  any  political  pres- 
sure. If  we  are  realistic  we  shall,  of  course, 
welcome  the  support  of  all  those  who  are 
convinced  of  the  desirability  of  the  plan. 
But  we  must  constantly  be  on  guard 
against  the  temptation  to  secure  support 
by  giving  special  consideration  to  the 
selfish  interests  of  pressure  groups  because 
of  the  political  or  economic  power  that 
they  possess.  City  planning  should  not 
be  based  on  a  series  of  fits  and  starts; 
continuity  is  an  essential  requirement. 
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We  must  meet  this  requirement  not  by 
an  excess  of  conservatism  but  by  a  bold 
program  of  action  which  forms  an  in- 
tegral part  of  the  essential  striving  of 
the  nation  as  a  whole.  I  believe  that  the 
spirit  in  which  we  should  approach 
the  task  was  correctly  expressed  by 
Wendell  Wilkie,  a  few  months  before  he 
died: 


The  American  people  believe  in  a  life 
of  enterprise  and  expansion  by  indi- 
vidual initiative.  But  all  the  talk  of  a 
"return"  to  free  enterprise  and  private 
initiative  is  merely  an  expression  of  feel- 
ing; not  a  solution  of  problems.  We  are 
not  going  to  return  to  anything.  We  must 
never  go  backward.  We  must  press  on — 
on  to  the  days  of  demobilization  and  the 
complex  problems  they  will  bring. 
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Chapter  75 

Administration 


WE  HAVE  accepted  inefficiency  in 
administration  as  part  of  the 
price  we  pay  for  the  privilege  of 
enjoying  a  democratic  form  of  govern- 
ment, and  we  have  not  grumbled  too 
much  about  it  until  recently.  Prior  to 
the  depression  one  might  almost  say  that 
we  were  scarcely  conscious  of  being  gov- 
erned. Since  then,  however,  the  functions 
of  government  have  been  vastly  extended; 
these  new  functions  vitally  affect  the  lives 
of  our  citizens  in  many  different  and 
frequently  startling  ways.  It  is  time  that 
we  begin  to  question  the  acceptability 
of  administrative  methods  that  were  con- 
sidered good  enough  for  the  predepres- 
sion  era.  This  reexamination  of  procedure 
is  particularly  important  with  reference  to 
the  proper  functioning  of  public  agencies 
in  which  reliance  must  be  placed  on  the 
sound  judgment  of  public  officials.  It  will 
be  very  difficult  to  undertake  a  program 
of  urban  redevelopment  along  the  lines 
suggested  in  Part  I  unless  we  are  able  to 
devise  administrative  machinery  which 
functions  efficiently  and  avoids  irritating 
the  public  by  excessive  regulations. 

One  of  the  chief  criticisms  that  will  be 
made  of  the  proposals  we  have  been  con- 
sidering is  that  they  involve  an  extension 
of  bureaucracy.  Before  proceeding  with 
the  details  of  a  program  calling  for  a  high 
order  of  initiative,  responsibility,  and  dis- 
cretion on  the  part  of  administrative  offi- 
cials, therefore,  it  seems  appropriate  to 
determine  whether  the  quality  of  our 
methods  can  be  substantially  improved, 
for,  unless  it  is  wisely  administered,  almost 
any  program  will  end  in  failure.  Many  of 
the  comments  that  I  shall  make  apply 


particularly  to  Federal  administration  be- 
cause I  have  had  the  opportunity  of 
observing  the  methods  of  a  number  of 
Federal  departments  and  independent 
agencies.  Most  of  the  observations  and 
suggestions,  however,  will  be  found  to 
apply  to  any  large  governmental  unit, 
whether  it  be  Federal,  state,  or  municipal. 
Let  us  begin  by  analyzing  some  of  the 
complaints  that  are  usually  made  con- 
cerning the  administration  of  the  typical 
government  bureau: 

1.  "Buck  passing"   that  unwillingness 
of  officials,  especially  minor  officials,  to 
make  decisions.  It  seems,  at  times,  as  if 
the  words  "yes"  and  "no"  do  not  exist  in 
the  vocabulary  of  some  government  em- 
ployees; it  is  almost  as  difficult  to  secure 
an  unqualified  no  as  it  is  to  secure  an 
unqualified   yes   and   proceed   with  the 
business  at  hand.  From  the  point  of  view 
of  the  public,  this  evasion  of  responsibility 
is  one  of  the  most  irritating  forms  of 
inefficiency  because  it  results  in  endless 
indecision  and  loss  of  time.   From  the 
administrative  point  of  view,  buck  passing 
is  particularly  bad  because  it  results  in 
pressure  being  brought  to  bear  on  over- 
burdened top  officials  who  do  not  have  a 
detailed  or  firsthand  knowledge  of  the 
facts,  but  who  frequently  have  to  make 
the  decision  anyway  because  there  is  no 
one  else  to  whom  the  question  can  be 
passed. 

2.  The  curse  of  regulations  carried  to  the 
extreme  of  denying  the  employee  any 
latitude  for  the  exercise  of  discretion  in 
exceptional  cases.  When  a  new  bureau  is 
created  it  frequently  seems  to  function  on 
a   fairly  efficient   basis.   A   few   months 
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later,  however,  when  greater  efficiency 
might  reasonably  be  expected,  the  staff 
has  usually  been  enlarged  and  provided 
with  a  freshly  devised  set  of  regulations. 
The  substitution  of  regulations  for  indi- 
vidual responsibility  then  results  in  trans- 
forming a  fairly  efficient  bureau  into  the 
stereotyped  organization  with  which  we 
are  only  too  familiar. 

3.  The  slowness  caused  by  red  tape.  The 
government  expects  speed  and  efficiency 
on  the  part  of  private  business,  but  the 
numerous  obstacles  that  are  allowed  to 
stand  in  the  way  of  final  action  by  a  gov- 
ernment bureau  are  frequently  unbeliev- 
able. Almost  any  one  who  has  had  dealings 
with  the  government  could  cite  endless 
examples  of  needless  delay  from  his  own 
personal  experience. 

4.  The  tendency  to  lose  sight  of  the  larger 
issues  and  to  magnify  relatively  minor 
details  is  typical  of  many  bureaus.  This 
inability  to  see  the  forest  for  the  trees  is 
frequently  caused  by  the  fact  that  bureaus 
are  overstaffed,  rather  than  understaffed. 
Some  work  must  be  found  for  all  these 
employees,   and  what  is  easier  than  to 
think  of  a  lot  of  inconsequential  detail? 
As  a  result,  the  bureaus  and  the  public 
with  which  they  deal  become  lost  in  a 
maze  of  detailed  questionnaires,  applica- 
tion blanks,  and  miscellaneous  red  tape. 

5.  Most  bureaus  seem  to  be  overdepartment- 
alized.  As  a  result,  the  simplest  sort  of 
proposal  frequently  has  to  go  through 
the  routine  of  clearing  through  all  the 
various  departments  before  any  action 
can   be   secured.   Proposed    actions   are 
frequently    considered    at    great    length 
and  finally  approved  by  all  departments 
but  one,  only  to  be  disapproved  by  this 
last    department;    or,  instead    of   being 
disapproved,    the    proposal    may  be  so 
completely  modified  that  it  must  be  con- 
sidered all  over  again  by  the  departments 
which  had  previously  signified  their  ap- 
proval. In  either  case,  there  has  been  a 
grievous  loss  of  time   and   energy   that 


could  frequently  have  been  saved  if  there 
had  been  properly  qualified  employees  to 
separate  the  wheat  from  the  chaff  in  the 
first  instance. 

This  list  of  grievances  could  be  ex- 
tended almost  indefinitely,  but  it  should 
scarcely  be  necessary  to  take  the  space 
to  do  so.  The  evidences  of  bureaucracy 
are  too  well  known  to  require  further 
elaboration.  Many  of  the  irritations  of 
which  we  complain  have  arisen  under 
the  New  Deal  simply  because  of  the  great 
extension  of  government  functions.  The 
remedy  does  not  necessarily  consist  in 
"turning  the  rascals  out"  by  electing  a 
solid  Republican  ticket.  For  we  would 
then  probably  find  that  the  Democrats 
have  no  monopoly  on  maladministra- 
tion. It  is  more  important  to  inquire 
into  the  causes  of  inefficiency  in  order 
to  suggest  possible  remedies. 

Perhaps  the  most  important  single 
cause  of  inefficiency  in  government  on 
the  one  hand  is  the  refusal  to  delegate 
adequate  authority  and,  on  the  other 
hand,  the  disinclination  of  officials  and 
employees  to  accept  authority  and  re- 
sponsibility for  their  actions.  In  order  to 
share  the  risk  of  decisions,  elaborate  rules 
and  regulations  are  devised  to  guide  offi- 
cials and  employees  so  that  they  may 
speak  with  the  authority  of  the  "book." 
The  answer,  however,  is  frequently  not 
to  be  found  in  the  book.  When  this 
happens,  the  question  is  usually  debated 
at  great  length  until  someone  has  the 
courage  to  "stick  his  neck  out"  and  risk 
a  decision.  It  is  not  unusual,  in  such 
instances,  for  the  question  to  be  further 
debated  at  a  staff  meeting;  the  regula- 
tions are  then  amended  so  that  the  em- 
ployees may  be  spared  the  ordeal  of 
making  a  similar  decision  in  the  future. 
In  this  fashion  regulation  is  piled  upon 
regulation.  Whereupon  the  public  which 
deals  with  a  given  bureau  must  diligently 
study  these  regulations  in  order  to  do 
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business  under  them  and,  not  infre- 
quently, in  order  to  find  methods  of  evad- 
'  ing  them.  Whereupon  the  bureau  devises 
further  amendments  to  the  regulations, 
and  so  on  ad  infinitum.  If  we  examine 
the  facts  in  the  light  of  recent  experience 
we  may  find  that  we  have  gone  too  far 
in  our  attempt  to  substitute  rules  and 
regulations  for  intelligence,  courage,  and 
honesty  in  the  actions  of  our  public  offi- 
cials and  employees.  Would  it  not  be 
better  to  risk  the  possibility  of  arbitrary 
decisions  rather  than  to  accept  the  cer- 
tainty of  red  tape? 

Businessmen  frequently  compare  the 
inefficiency  of  government  administra- 
tion with  the  efficiency  of  private  corpo- 
rations. They  would  be  among  the  first 
to  complain,  however,  if  a  government 
bureau  adopted  the  methods  of  private 
business.  We  expect  government  business 
to  be  run  on  a  basis  of  complete  imparti- 
ality with  respect  to  the  rights  of  citi- 
zens, whereas  the  private  corporation  is 
run  on  the  basis  of  the  judgment  of  its 
officials — and  in  the  exercise  of  their  judg- 
ment businessmen  need  not  be  on  guard 
against  accusations  of  favoritism.  Bureau- 
cracy is  not  a  diabolical  creation  of  public 
officials  intent  on  pestering  the  citizen; 
it  is  caused,  in  large  measure,  by  an 
honest  effort  to  devise  rules  and  regula- 
tions that  will  permit  impartial  adminis- 
tration. In  some  of  the  old  established 
government  departments  which  adminis- 
ter such  activities  as  the  post  office  de- 
partment or  the  fire  department,  it  is 
not  difficult  to  serve  all  citizens  with 
complete  impartiality.  There  is,  there- 
fore, relatively  little  criticism  of  such  de- 
partments. But  if  Smith  and  Jones  apply 
for  FHA  mortgage  insurance,  for  instance, 
their  applications  may  both  be  border- 
line cases  which  could,  in  all  fairness,  be 
decided  either  way.  If,  however,  Smith's 
application  is  approved  in  March  and 
Jones's  application  is  rejected  in  Septem- 
ber, we  may  be  quite  certain  that  Jones 


will  be  back  again  if  he  finds  out  about 
the  Smith  case  at  some  later  date.  Fur- 
thermore, if  Jones  does  not  then  receive 
an  approval  of  his  application,  he  will 
probably  appeal  to  his  Congressman  for 
help.  Is  it  any  wonder  that  the  public 
official  should  seek  safety  by  devising 
increasingly  elaborate  rules  that  will 
back  his  decision  with  the  authority  of 
a  regulation? 

As  a  result  of  the  First  World  War 
there  existed  a  great  discrepancy  between 
the  salaries  of  government  employees  in 
the  war  bureaus  and  the  salaries  of  em- 
ployees performing  substantially  the  same 
duties  in  the  regular  departments.  In 
order  to  remedy  this  condition  a  study 
was  made  for  the  purpose  of  "reclassify- 
ing"  all  federal  positions  and,  insofar  as 
possible,  removing  any  pay  inequalities. 
It  is  perhaps  natural  that  the  Reclassi- 
fication  Board  should  have  attempted,  in 
the  absence  of  any  other  obtainable 
knowledge  of  the  facts,  to  evaluate  the 
importance  of  employees  having  similar 
occupations  on  the  basis  of  their  relative 
responsibility  as  measured  by  the  number 
of  their  subordinates.  This  unfortunate 
standard  is  still  in  use  at  the  present 
time.  There  may  be  some  shadow  of  an 
excuse  for  such  a  criterion  from  the  point 
of  view  of  relative  fairness  to  employees. 
From  an  administrative  point  of  view, 
however,  it  is  preposterous.  For,  if  the 
salary  of  an  employee  is  increased  be- 
cause of  the  number  of  his  subordinates, 
it  is  expecting  too  much  of  human  nature 
to  believe  that  he  will  do  his  work  in  the 
most  efficient  manner  possible;  a  more 
efficient  organization  of  his  work  would 
almost  inevitably  decrease  the  number 
of  his  subordinates  and,  therefore,  his 
chance  of  a  promotion.  It  is  to  be  noted 
that  this  particular  evil  resulted  from  an 
attempt  to  be  impartial  and  fair  to  em- 
ployees. Perhaps  there  is  no  way  to  be 
fair  and  consistent  in  establishing  the 
wages  of  employees  in  different  depart- 
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ments,  and  perhaps  we  give  the  matter 
undue  weight.  Compared  to  all  the 
inequalities  that  exist  in  private  em- 
ployment, the  inequalities  in  the  salaries 
established  by  various  departments  or 
bureaus  are  of  negligible  importance. 

Whereas  the  salaries  of  minor  em- 
ployees are  in  many  cases  higher  than 
those  paid  by  private  industry  for  com- 
parable services,  the  salaries  of  higher 
officials,  and  especially  top  officials, 
are  frequently  too  low.  There  is,  there- 
fore, an  inadequate  incentive  to  keep  the 
more  enterprising  and  ambitious  employ- 
ees in  government  service.  The  financial 
rewards  that  private  industry  offers  to 
competent  executives  far  exceed  the 
salaries  paid  by  the  Federal  government. 
Congress  seems  to  be  exceedingly  jealous 
of  permitting  salaries  that  approach  or 
exceed  the  Congressional  salaries  of  $10,- 
000  a  year.  The  limits  thus  arbitrarily 
placed  on  the  salaries  of  most  top  officials 
exert  a  depressing  influence  on  the  salaries 
of  their  immediate  subordinates.  Except 
in  cases  where  the  nature  of  the  work  is 
highly  specialized  or  of  particular  interest 
to  the  incumbents,  the  more  ambitious 
employees  do  not  regard  government 
work  as  a  satisfactory  career. 

The  difficulty,  one  might  almost  say 
the  impossibility,  of  feeling  a  sense  of 
pride  in  a  task  well  done  is  even  more 
frustrating  to  many  ambitious  public 
servants  than  the  salary  limitations.  The 
fear  of  making  mistakes  paralyzes  action. 
Businessmen  are  accustomed  to  making 
mistakes  as  a  result  of  taking  chances; 
they  realize  that  they  cannot  be  success- 
ful in  everything  they  undertake.  But 
public  servants  are  judged  by  different 
standards,  and  the  penalty  for  a  single 
failure  is  frequently  sufficient  to  offset  a 
solid  record  of  accomplishment.  Under 
such  circumstances  the  rewards  of  pro- 
motion as  well  as  continued  tenure  of 
office  go  to  those  timid  souls  who  make 
few  mistakes  because  they  do  so  little. 


On  the  basis  of  the  above  brief  diagnosis 
I  shall  venture  to  make  a  few  suggestions 
for  removing  some  of  the  imperfections 
of  government  administration.  The  dis- 
satisfaction with  government  red  tape  is 
so  profound  that  it  cannot  be  overcome 
entirely  by  reorganizations  or  by  chang- 
ing administrators.  Perhaps  it  is  time 
that  we,  the  citizens,  should  voice  our 
preference  concerning  the  methods  of  ad- 
ministration which  we  should  like  to  see 
employed.  Perhaps  the  citizens,  in  order 
to  avoid  the  more  irritating  forms  of  red 
tape,  may  be  more  tolerant  of  unavoid- 
able errors  in  judgment  than  the  adminis- 
trators suspect.  It  is  in  this  spirit  that  the 
following  suggestions  are  presented: 

1 .  We  should  consistently  limit  the  func- 
tions of  government  to  those  things  that 
private  industry  cannot  do  adequately 
or  cannot  do  at  all.  There  is  no  good 
reason,  for  instance,  for  having  our  public 
buildings   designed    by    a  government 
bureau  of  architects  and  engineers.  It  is 
probable  that  greater  economy  would  be 
secured,  in  the  long  run,  if  all  public 
buildings  were  designed  by  private  archi- 
tects and  engineers.  In  this  instance,  how- 
ever, economy  should  not  be  the  ruling 
consideration.  Planning  and  design  are 
creative  functions  that  should   be   per- 
formed  by  individuals   rather   than   by 
government  bureaus.  On  the  other  hand, 
there  are  certain  fields  in  which  mere 
regulation  by  the  government  is  inade- 
quate and  in  which  private  industry  or 
private  finance  have  failed  completely. 
In  those  cases  we  should  not  rest  content 
with  half  measures.  We  shall  probably 
find   that   an   extension   of  government 
functions,  based  on  a  realistic  considera- 
tion of  all  the  facts,  will  simplify  rather 
than  complicate  our  problems. 

2.  It  is  precisely  in  these  new  func- 
tions, however,  that  we  are  most  likely 
to  be  faced  with  the  basic  dilemma  of 
the  government  administrator — the  con- 
flict between  the  demand  for  efficiency 
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and  simplicity  of  administration,  on  the 
one  hand,  and  complete  impartiality  on 
the  other.  This  conflict  should  be  resolved 
at  the  time  the  enabling  legislation  is 
drafted,  for  there  is  no  hard  and  fast 
rule  that  can  be  adopted  for  all  govern- 
ment functions.  The  sponsors  of  the  legis- 
lation should  weigh  carefully  the  relative 
advantages  of  efficiency  versus  complete 
impartiality  for  the  particular  function 
under  consideration;  they  should,  at  the 
very  least,  establish  some  guidance  to  the 
administrator  concerning  the  latitude 
which  he  and  his  subordinates  shall  be 
given  in  the  exercise  of  their  judgment. 
Unless  the  legislation  provides  such  a 
guide,  our  established  routines  of  gov- 
ernment procedure  will  almost  compel 
the  administrator  to  place  an  excessive 
reliance  on  regulations  rather  than  on 
the  sound  judgment  of  his  subordinates. 
Most  of  the  businessmen  who  deal  with 
government  agencies  would  prefer  a  quick 
yes  or  no  and  would  soon  learn  to  take 
the  no  with  good  grace,  in  preference  to 
wasting  their  time  in  a  fruitless  will-o'- 
the-wisp  chase.  The  most  serious  com- 
plaints do  not  come  from  those  whose 
applications  have  been  denied  but  from 
those  who  feel  that  they  have  been  given 
the  run-around.  If  the  enabling  legisla- 
tion stated  that  a  speedy  and  businesslike 
administration  was  so  essential  that  it 
justified  administrative  discretion,  the  of- 
ficials would  feel  encouraged  to  make 
firm,  prompt,  and  final  decisions — and 
the  public  would  soon  learn  to  accept 
these  decisions. 

3 .  In  granting  such  discretion,  it  should 
be  recognized  that  it  is  only  human  to 
make  mistakes.  A  mistake  in  judgment 
(unless  it  is  shown  to  be  fraudulent) 
should,  therefore,  be  viewed  more  toler- 
antly than  the  effort  to  dodge  responsi- 
bility by  passing  the  buck.  If  we  change 
the  rules  of  the  game  by  rewarding,  in- 
stead of  penalizing,  those  employees  who 
are  willing  to  accept  responsibility,  we 


can  remove  many  of  the  irritations  of 
bureaucracy  almost  overnight.  To  guard 
against  graft  or  political  influence,  on 
the  other  hand,  legislation  and  depart- 
mental rules  should  provide  appropri- 
ately severe  penalties  for  deliberate 
infringements  of  the  law  on  the  part 
of  either  employees  or  the  public  with 
whom  they  deal,  and  those  penalties 
should  be  applied  fearlessly.  Private  busi- 
ness should  be  made  to  understand  that 
it  cannot  hope  to  escape  the  strait  jacket 
of  excessive  rules  and  regulations  with- 
out a  willingness  on  its  part  to  conform 
to  the  decisions  of  administrative  officials, 
even  though  these  decisions  are  not  backed 
by  the  additional  authority  of  a  set  of 
rules. 

4.  Once  a  decision  has  been  made  by  a 
government  official,  it  should  be  binding 
on  the  government  even  though  it  is 
based  on  an  error  in  judgment  on  the 
part  of  the  official — provided  that  no 
graft  or  other  improper  influence  has 
been  used  to  secure  the  decision.  How 
can  business  be  transacted  on  any  other 
basis?  What  would  we  think  of  a  pri- 
vate business  concern  that  refused  to  go 
through  with  a  deal  merely  because  it 
discovered  that  it  had  made  a  mistake? 
What  if  the  mistaken  decision  on  the  part 
of  the  official  does  result  in  a  financial 
loss  to  the  government  or  in  actions  that 
are  inconsistent  with  some  larger  ob- 
jective that  appears  even  more  important 
than  financial  losses?  Can  anything  pos- 
sibly be  more  important  to  any  govern- 
ment than  its  good  faith  in  the  eyes  of 
its  citizens?  Almost  any  businessman  who 
has  had  extensive  dealings  with  the  gov- 
ernment, however,  will  recall  instances 
where,  after  an  official  has  discovered 
that  he  has  made  a  mistake,  he  has 
resorted  to  all  sorts  of  subterfuges  to 
nullify  a  decision  previously  given.  The 
businessman  may  have  spent  a  consider- 
able amount  of  time  and  money  on  the 
basis  of  this  decision,  but  he  will  usually 
157] 


New  Cities  for  Old 


find  that  he  will  have  to  accept  his  losses. 
He  can  hardly  be  expected  to  do  so  with 
good  grace — and  the  most  violent  com- 
plaints arise  from  citizens  who  have  had 
this  experience.  This  need  never  happen  if 
the  penalty  suffered  by  an  official  for 
revoking  a  decision,  either  directly  or  by 
the  subterfuge  of  additional  requirements 
or  unjustified  delays,  is  made  greater 
than  the  penalty  for  making  a  mistake 
in  judgment.  If  we  frankly  realize  that 
it  is  human  to  err,  we  shall  be  more 
tolerant  of  honest  mistakes  and  we  shall 
establish  as  a  cardinal  principle  the 
complete  responsibility  of  the  government 
for  the  decisions  of  its  officials. 

5.  The  head  of  a  government  depart- 
ment or  independent  agency  should  be 
required  to  delegate  as  much  authority 
as  possible  to  his  immediate  subordinates. 
Only  in  rare  instances  should  matters  of 
routine  departmental  administration  re- 
quire his  attention.  This  would  permit 
him  to  devote  his  entire  time  to  consider- 
ing questions  of  policy,  to  coordinating 
the  work  of  his  department  with  that  ot 
other  government  departments  or  agen- 
cies, and  to  comparing  the  results  achieved 
by  the  various  division  chiefs.   It  goes 
without  saying  that  he  could  not  safely 
delegate  authority  unless  he  had  implicit 
confidence  in  the  ability  and  integrity  of 
his  immediate  subordinates.  He  should, 
therefore,  have  the  authority  to  remove 
any  division  chief  whose  administration 
was  not  satisfactory.  To  correct  the  possi- 
ble abuse  of  this  power  for  political  or 
personal  reasons,  the  division  chief  should 
have  the  right  of  appeal  to  an  independ- 
ent board. 

6.  The  division  chiefs  should,  in  turn, 
delegate  a  maximum  of  authority  and 
responsibility  to  their  respective  section 
chiefs.  They  should,  of  course,  have  the 
authority  to  remove  any  of  their  sub- 
ordinate  section  chiefs,   subject  to   the 
same  provisions  for  appeal.    In  similar 
fashion  the  authority  and  power  would 


be  delegated  down  the  line  to  subsection 
chiefs  and  minor  employees.  From  top 
to  bottom  of  the  organization,  employees 
should  have  clear-cut  responsibilities  with 
corresponding  authority.  The  aim  of 
every  employee  should  be  to  do  his  part 
in  making  the  administration  of  the  de- 
partment as  simple,  as  direct,  and  as  pain- 
less to  the  public  as  possible. 

7.  Decisions  made  by  any  employee, 
of  whatever  rank,  should  be  subject  to 
only  one  appeal,  namely,  the  employee's 
immediate  superior.  In  this  fashion  the 
time  of  high-ranking  officials  will  not  be 
consumed,  as  it  now  is,  by  endless  trivial 
details  that  leave  them  little  time  for 
more  important  matters.  Letters  should, 
generally  speaking,  be  signed  by  the  em- 
ployee who  actually  dictates  the  letter 
instead  of  clearing  through  the  desk  of  a 
higher  official,  which  frequently  delays 
action  and  diffuses  responsibility. 

8.  Every  job  in  the  government  service 
should,  of  course,  be  obtained  on  merit. 
Minor  employees,   whose   qualifications 
are  easily  measured  by  civil  service  tests, 
should  be  appointed  on  the  basis  of  ex- 
amination as  they  now  are.  Where  civil 
service   tests   are  not  clearly   adequate, 
however,  appointments  should  be  made 
by  the  immediate  superior  of  a  proposed 
appointee  on  the  basis  of  his  personal 
knowledge  of  or  verification  of  the  quali- 
fications of  the  applicant.  Since  each  of- 
ficial  would   be  completely  responsible 
for  the  work  turned  out  by  his  immediate 
subordinates,   he  would  have  every  in- 
centive to  appoint  and  retain  only  those 
employees  who  are  competent  and  prop- 
erly  qualified   to  perform   their  duties. 
Perhaps  of  greater  importance  than  the 
power  to  hire  is  the  power  to  fire.  In- 
competents should  be  weeded  out  or  de- 
moted  as   certainly  as   if  employed   in 
private  business. 

9.  One  of  the  most  vicious  devices  for 
establishing  the  relative  importance  and, 
therefore,  the  salary  grade  of  supervisory 
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positions  in  the  Federal  government  is 
the  practice  of  giving  undue  importance 
to  the  number  of  subordinates  responsi- 
ble to  the  employee  whose  salary  is  being 
determined.  How  can  we  possibly  expect 
to  reduce  the  number  of  employees  so 
long  as  this  criterion  is  in  use?  We  should 
frankly  give  up  the  attempt  of  trying  to 
equalize  salaries  among  the  various  de- 
partments and  agencies  and  of  writing 
"job  specifications"  which  determine  the 
relative  importance  and  salary  assigned 
to  any  given  position.  Instead  of  trying 
to  make  conditions  in  all  departments 
uniform  we  should,  on  the  contrary,  en- 
courage the  head  of  each  department  to 
develop  the  most  efficient  administration 
without  regard  to  uniformity.  The  pres- 
sure and  demand  for  efficiency  must  work 
from  the  top  down  and  be  exerted  with 
sufficient  force  to  reach  all  grades  of 
employees.  It  should  be  possible  for  all 
supervisory  officials,  of  whatever  rank, 
to  reward  the  efficiency  of  their  immedi- 
ates  subordinates  by  salary  increases, 
within  reasonable  limitations,  without 
resorting  to  the  necessity  of  conforming 
to  arbitrary  job  specifications.  Insofar  as 
comparisons  of  salary  and  employment 
conditions  are  made,  it  is  far  better  to 
make  these  comparisons  with  the  terms 
offered  by  private  business  and  to  adjust 
salaries  on  the  basis  of  the  law  of  supply 
and  demand.  There  is  no  reason  for  mak- 
ing government  employment  a  special 
privilege  by  overpaying  any  employees. 
There  is  even  less  reason  for  depriving 
the  government  service  of  ambitious  and 
capable  employees  by  utterly  inadequate 
top-salary  limitations. 

10.  Administrative  procedure  should 
be  kept  as  simple  and  businesslike  as 
possible.  Forms,  questionnaires,  applica- 
tion blanks,  etc.,  should  be  carefully 
scrutinized  to  see  if  they  can  possibly  be 
simplified  or  eliminated.  The  complexity 
of  administration  at  the  present  time  seems 
deliberately  designed,  in  many  cases,  to 


employ  the  maximum  possible  number 
of  clerks.  As  a  result,  the  administration 
bogs  down  in  a  mass  of  inconsequential 
detail  and  the  chances  for  error  are 
multiplied.  If  employees  of  all  grades  are 
penalized  for  needlessly  cumbersome 
administration  and  rewarded  for  devising 
simplified  business  administration,  they 
will  soon  plan  ways  of  handling  the  work 
more  efficiently. 

11.  In  recent  years  there  has  been  a 
tendency  to  regionalize  the  administra- 
tion of  some  government  functions.  There 
is  a  certain  advantage  in  this  procedure 
in  that  the  government  officials  are  in 
somewhat  closer  touch  with  regional  re- 
quirements. In  some  cases,  however, 
regions  have  been  so  closely  controlled 
by  the  central  office  that  the  decisions 
made  in  the  regional  offices  have  been 
subject  to  review  by  the  central  office 
before  final  action.  In  such  cases  the 
regional  method  of  administration  is 
likely  to  result  in  additional  delay  and 
dissatisfaction.  It  would  seem  more  desir- 
able to  give  final  responsibility  to  the 
regional  officials  and  encourage  them 
to  devise  their  own  administrative  pro- 
cedure, subject  to  only  the  broadest  pos- 
sible centralized  control  in  Washington. 
In  this  fashion  administration  could  be 
simplified,  the  results  obtained  by  differ- 
ent regional  directors  could  be  compared, 
and  a  healthy  competition  based  on  a 
variety  of  ideas  and  local  initiative  could 
be  stimulated. 

It  may  be  too  much  to  expect  that 
the  entire  administration  of  the  Federal 
government — or  that  of  a  state  or  munic- 
ipality— may  be  reorganized  along  the 
lines  suggested  above.  The  vested  interest 
in  existing  jobs  may  be  too  great  to  over- 
come until  the  public  is  more  thoroughly 
aroused  than  it  is  at  present.  When  an 
entirely  new  type  of  administration  is 
undertaken  by  the  government,  however, 
it  should  be  possible  to  devise  new  meth- 
ods for  administering  this  particular  func- 
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tion.  This  procedure  would  serve  a  double 
purpose:  First,  we  could  devise  a  more 
effective  tool  for  accomplishing  the  task 
at  hand;  secondly,  we  would  be  able  to 
experiment  with  new  methods  without 
upsetting  the  routine  or  overcoming  the 
inertia  of  existing  departments.  If  the 
new  methods  proved  to  be  definitely 
superior,  we  might  find  it  possible  gradu- 
ally to  adapt  them  to  the  requirements 
of  other  departments,  thereby  improving 
the  entire  administrative  machinery. 

The  public  welfare  requires  that  cer- 
tain intricate  processes  not  heretofore  per- 


formed at  all,  or  inadequately  performed 
by  private  business,  should  now  be  per- 
formed by  various  levels  of  government. 
If  this  is  once  accepted  as  a  fact  we  arc 
led  to  the  corollary:  We  must  permit  the 
new  function  to  be  administered  effi- 
ciently, and  perhaps  drastically  revise 
our  conception  of  the  degree  of  discretion 
allowed  our  public  officials.  Unless  we 
are  willing  to  try  new  methods,  we  shall 
not  succeed  in  developing  an  adminis- 
trative machinery  capable  of  handling 
the  tasks  that  lie  ahead. 
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THE  rebuilding  of  our  cities  will 
necessitate  a  high  degree  of  co- 
operation between  private  busi- 
ness, the  city,  the  state,  and  the  Federal 
government.  In  order  to  achieve  con- 
tinuity of  results,  this  collaboration  must 
be  based  on  a  continuing  community  of 
interests.  Each  of  the  partners  in  this 
enterprise  must  be  able  to  find  advantages 
that  will  justify  his  continued  support  of 
the  program  on  the  basis  of  enlightened 
selfishness.  I  have  had  constantly  in  mind, 
therefore,  the  desirability  of  reserving  for 
private  enterprise  the  largest  portion  of 
the  task  which  it  is  capable  of  performing. 
As  the  details  of  the  program  begin  to 
unfold  in  the  succeeding  chapters,  it  will 
become  evident  that  the  interests  of  busi- 
ness are  fully  preserved;  private  enter- 
prise will  be  afforded  the  opportunity  of 
functioning  in  the  field  of  lending,  build- 
ing, designing,  managing,  and  promoting 
building  operations  on  a  vast  scale  and 
under  conditions  that  will  permit  the 
exercise  of  all  the  normal  incentives  as- 
sociated with  a  search  for  profits.  The 
only  controls  that  will  be  applied  will 
be  the  ones  necessary  to  curb  those  forms 
of  speculation  that  are  socially  destructive 
and,  ultimately,  inimical  to  business  it- 
self. Even  speculation  in  land  values  will 
still  be  possible,  but  it  will  be  within 
limits  consistent  with  the  general  inter- 
ests of  the  city.  It  is  also  evident  that  the 
municipalities  have  everything  to  gain 
from  the  program  for  urban  reconstruc- 
tion as  I  have  outlined  it;  they  will  re- 
ceive low-interest  loans  and  direct  grants 
from  the  Federal  government  so  that 
they  may  be  able  to  arrest  and  reverse 
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the  present  trend  toward  urban  disin- 
tegration and  bankruptcy.  The  interests 
of  the  Federal  and  state  governments  in 
this  four-sided  partnership  are  not  so  read- 
ily apparent.  It  is  important,  therefore, 
to  emphasize  the  selfish  interest  of  both 
the  Federal  and  state  governments  in 
urban  reconstruction.  The  cities  must 
not  rely  on  the  generosity  of  these  upper 
levels  of  government;  any  aid  that  they 
might  obtain  in  this  manner  would  be 
inadequate  and  lacking  in  continuity. 
A  sound  partnership  must  be  based  on 
each  partner  undertaking  those  tasks  that 
he  is  best  fitted  to  perform  and  on  each 
partner  receiving  a  return  reasonably 
commensurate  with  his  efforts  or  with 
the  capital  he  has  made  available.  Before 
describing  the  functions  to  be  performed 
by  the  Federal  government,  therefore, 
it  is  pertinent  to  consider  the  advan- 
tages that  it  will  derive  from  urban 
reconstruction. 

The  maintenance  of  a  continuously 
high  rate  of  employment  is  one  of  the 
most  important  problems  which  confronts 
the  Federal  government;  economic  secur- 
ity is  second  only  to  national  security 
and  the  maintenance  of  peace.  I  have 
shown  in  previous  chapters  that  our  ability 
to  maintain  a  high  rate  of  production  is 
contingent  upon  our  ability  to  reduce 
the  rate  of  savings  or  to  devise  increased 
offsets  to  savings.  In  all  likelihood  it  will 
be  necessary  to  use  both  methods.  The 
relative  importance  of  the  principal  off- 
sets to  savings  was  discussed  in  Chap.  3, 
and  their  cumulative  effect  was  shown 
in  Chart  IV.  It  is  evident,  in  Chart  IV, 
that  there  are  only  three  major  offsets 
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to  savings,  other  than  government  ex- 
penditures— private  housing,  producers' 
plant,  and  producers'  equipment.  In 
Chart  IX  we  may  observe  more  clearly 


rate  than  that  for  producers'  equipment. 
This  is  easy  to  understand;  expenditures 
for  new  construction  can  be  postponed 
and  therefore  they  were  partially  de- 


CHART  IX 

SHOWING  RELATIONSHIP  BETWEEN  THREE  PRINCIPAL 

OFFSETS  TO   SAVINGS    AND   GROSS   NATIONAL  PRODUCT 
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Source:  T.N. E.G.  Monograph  N?  37,  Appendix   XVI  and  XVtl. 


the  relationship  that  exists  between  the 
individual  graphs  for  these  three  offsets 
to  savings  and  the  graph  for  the  gross 
national  product.  It  is  at  once  apparent 
that  the  graph  for  producers'  equipment 
follows  with  remarkable  fidelity  the  ups 
and  downs  of  the  graph  for  gross  national 
product.  This  is  natural,  for  the  expendi- 
tures for  producers'  equipment  are  largely 
determined  by  the  demand  for  consumer 
goods  and  these,  in  turn,  are  largely 
determined  by  the  amount  of  the  gross 
national  product.  There  is  also  a  moder- 
ate correlation,  for  substantially  the  same 
reasons,  in  the  graph  for  producers'  plant. 
It  will  be  noticed,  however,  that  the 
recovery  after  1933  is  at  a  much  slower 


ferred  during  these  years  of  business  un- 
certainty. The  graph  for  private  housing, 
however,  presents  a  startling  departure 
from  the  others;  it  ignores  the  dip  in  1921 
and  moves  steadily  upward  until  1925. 
At  this  point,  four  years  before  the  panic  of 
1929,  private  housing  construction  be- 
gins to  drop  steadily  until  1928,  then 
sharply  to  1929,  and  precipitously  from 
1929  to  1930,  at  which  time  it  reaches  a 
rate  less  than  8  per  cent  of  the  peak  rate 
of  1925. 

During  the  First  World  War  there  had 
been  a  substantial  curtailment  of  build- 
ing construction  and  there  was,  there- 
fore, a  strong  demand  for  new  housing. 
The  accumulated  shortages  had  been 
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made  up  by  1925,  however,  and  the  1925 
rate  of  construction  could  not  be  con- 
tinued unless  the  balance  between  supply 
and  demand  was  maintained  by  the  de- 
struction of  obsolete  housing.  Even  at 
the  reduced  rate  that  prevailed  from  1925 
to  1928  we  were  still  building  in  excess 
of  a  continuing  and  effective  demand. 
It  is  likely  that  a  similar  situation  will 
confront  us  after  this  war;  for  there  is 
now  a  pronounced  housing  shortage  due 
to  underbuilding  during  the  depression 
and  the  almost  complete  cessation  of  pri- 
vate building  during  the  Second  World 
War.  This  shortage  will,  once  more,  be 
made  up  by  an  abnormal  expansion  of 
private  construction  after  the  war.  When 
the  accumulated  demand  has  been  met 
it  will  not  be  possible  to  maintain  the  then 
current  rate  of  housing  construction  un- 
less we  undertake  urban  redevelopment 
on  a  large  scale.  We  shall  be  faced,  in  a 
much  aggravated  form,  with  the  same 
situation  that  occurred  from  1925  to 
1928,  when  the  destruction  of  a  moder- 
ate amount  of  existing  housing  could 
have  maintained  the  rate  of  building 
construction. 

We  have  seen  in  Chaps.  7  and  8  that 
if  we  undertook  to  rebuild  our  cities 
completely  in  a  period  of  fifty  years,  the 
program  that  I  have  outlined  would  neces- 
sitate low-interest  loans  and  Federal 
grants — averaging  approximately  1.2  bil- 
lion dollars  and  1  billion  dollars  a  year, 
respectively.  It  is  scarcely  probable  that 
the  Federal  government  would  incur  such 
obligations  for  the  purpose  of  aiding  the 
construction  industry  or  of  aiding  the 
municipalities — nor  should  it  be  asked  to 
do  so.  We  must  not  destroy  3  million 
houses,  as  we  once  slaughtered  3  million 
little  pigs,  merely  to  produce  a  profitable 
market.  It  should  never  be  necessary  to 
destroy  either  consumer  or  durable  goods 
in  order  to  create  a  market.  Capital  im- 
provements, however,  present  an  entirely 
different  problem.  An  antiquated  system 


of  land  ownership  has  prevented  the 
orderly  rebuilding  of  our  cities,  and  no 
method  has  yet  been  devised  to  get  rid 
of  the  unwanted  accumulations  of  the 
past.  The  continued  existence  of  obsolete 
buildings  is  not  merely  a  disgrace  to  our 
civilization  and  a  drag  on  progress,  it 
threatens  the  continued  operation  of  our  system 
of  private  enterprise.  Unless  there  is  a  high 
rate  of  construction,  there  will  be  an  in- 
adequate volume  of  income-producing 
expenditures  to  offset  savings  and  the 
result  will  be  large-scale  unemployment. 
If  private  enterprise  is  unable  to  find 
suitable  investments,  the  Federal  gov- 
ernment will,  inevitably,  be  required  to 
make  public  investments.  The  most  desir- 
able investment  which  the  Federal  gov- 
ernment can  make,  from  the  point  of 
view  of  economy  to  the  Federal  taxpayer,  will 
be  loans  and  grants  for  urban  redevelop- 
ment. The  loans  will  be  well  secured  and 
every  dollar  of  Federal  expenditure  for 
grants  will  require  the  investment  of  sev- 
eral additional  dollars  by  private  enter- 
prise. When  the  problem  is  viewed  in 
this  light,  it  will  be  seen  that  the  Federal 
government  has  a  more  vital  interest  in 
an  effective  program  for  urban  redevelop- 
ment than  either  the  construction  indus- 
try or  the  municipalities,  provided  that 
the  program  can  be  devised  in  a  manner 
that  will  help  to  reduce  the  excessive 
fluctuations  in  the  business  cycle.  This 
requirement  can  be  met  by  establishing 
certain  conditions  under  which  Federal 
aid  will  be  made  available. 

There  is  no  existing  Federal  depart- 
ment or  agency  entirely  suited  to  the 
task  of  stimulating  and  controlling  the 
rate  of  urban  reconstruction.  The  func- 
tions of  the  RFC  Mortgage  Company, 
the  Federal  Home  Loan  Bank  System, 
the  Federal  Housing  Administration,  the 
Federal  Public  Housing  Administration 
and  the  Federal  Works  Agency  are  all 
related  to  urban  redevelopment,  but  these 
agencies  have  all  been  created  for  the 
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purpose  of  applying  partial  and  some- 
times conflicting  remedies  to  the  ailing 
financial  system  for  private  and  public 
construction.  If  we  wish  to  develop  an 
effective  and  integrated  solution  for  the 
basic  problems  of  urban  reconstruction 
that  complies  with  the  needs  of  the  na- 
tional economy,  it  will  be  necessary  to 
create  a  new  Federal  agency.  For  the 
purpose  of  facilitating  convenient  refer- 
ence to  it,  I  shall  call  it  the  URG  (Urban 
Reconstruction  Corporation). 

The  creation  of  URC  need  not  involve 
an  extension  of  Federal  bureaucracy.  On 
the  contrary,  once  URG  is  in  full  opera- 
tion, it  will  be  possible  to  dispense  with 
some  of  the  functions  now  assigned  to  the 
agencies  listed  in  the  previous  paragraph. 
The  ablest  employees  of  these  other  agen- 
cies could  be  transferred  to  URG,  where 
their  specialized  knowledge  will  be  most 
useful.  The  controls  exercised  by  URG, 
however,  will  be  less  detailed  than  those 
that  were  assigned  to  the  existing  agencies. 
When  it  is  possible  to  dispense  with  some 
of  these  existing  functions,  therefore,  there 
will  be  a  substantial  simplification  in 
Federal  administration  as  well  as  a  reduc- 
tion in  the  number  of  Federal  employees. 

I  have  suggested  that  the  new  agency 
for  urban  redevelopment  should  take  the 
form  of  a  government  corporation  be- 
cause its  functions  will  be  primarily  fi- 
nancial. There  is  good  precedent  for  this 
choice:  The  RFC  (Reconstruction  Fi- 
nance Corporation)  and  the  HOLG 
(Home  Owners'  Loan  Corporation)  were 
created  for  the  purpose  of  making  Federal 
loans  during  the  emergency  of  the  de- 
pression. URC  will  issue  its  own  bonds 
and  will  make  loans  to  local  authorities. 
It  should  be  able  to  exercise  these  func- 
tions in  a  businesslike  manner  and  to 
expedite  and  simplify  administration. 
Pending  a  general  overhauling  of  Federal 
administrative  procedure,  it  is  likely  that 
we  shall  grant  more  authority  for  effici- 
ent methods  to  a  special  government  cor- 


poration  than  we  would  to  a  government 
department  or  agency.  In  any  event, 
enabling  legislation  should  permit  and 
require  URG  to  devise  simple  and  ef- 
fective administration.  There  must  be  no 
evasion  or  responsibility  known  as  "buck 
passing"  and  the  president  of  URC  must 
be  able  to  delegate  authority  to  immedi- 
ate subordinates  of  his  own  selection. 

The  president  of  URC  will  have  com- 
plete administrative  responsibility,  but 
the  board  of  directors  will  make  general 
policy  determinations.  Since  many  prob- 
lems in  the  relationship  of  Federal,  state, 
and  municipal  governments  will  be  in- 
volved, it  might  be  desirable  to  select 
one  director  on  the  basis  of  a  recom- 
mendation by  a  national  conference  of 
state  governors  and  another  director  on 
the  basis  of  a  recommendation  of  a  na- 
tional conference  of  mayors.  Board  mem- 
bers must  be  chosen  for  their  technical 
rather  than  political  qualifications,  but 
it  might  also  be  desirable  to  appoint  at 
least  one  member  from  the  minority  party. 
Such  a  board  would  emphasize  coopera- 
tion rather  than  jealousy  between  polit- 
ical parties  or  political  jurisdictions. 
Congress  would  be  justified  in  assigning 
to  such  a  board  many  phases  of  policy 
determination  that  it  might  hesitate  to 
entrust  to  an  individual. 

URC  will  be  empowered  to  issue  its 
own  bonds,  interest  requirements  for 
which  will  be  met  by  interest  on  loans 
to  municipalities  or  the  MRC  (Municipal 
Realty  Corporations).  In  order  to  ensure' 
the  lowest  possible  interest  rate  and  there- 
by facilitate  urban  redevelopment,  URG 
bonds  will  be  fully  guaranteed  by  the 
Federal  government.  Loans  made  by  URC 
to  the  MRC,  however,  will  not  involve 
the  general  credit  of  the  municipality. 
The  security  for  these  loans  will  consist 
entirely  of  the  assets  of  the  MRC  and 
these,  in  turn,  will  consist  chiefly  of  ground 
rents  on  improved  property.  The  local 
municipal  government  takes  no  risk,  and 
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there  is  practically  no  risk  for  the  Federal 
government  if  URC  is  administered 
competently. 

Low-interest  loans  will  not  be  sufficient 
to  enable  the  MRG  to  proceed  with 
urban  redevelopment.  Federal  grants  will 
also  be  needed  and  these  will  require 
Congressional  appropriations.  Further- 
more, since  URG  bonds  are  guaranteed 
by  the  Federal  government,  Congress  will 
establish  a  limit  within  which  these  bonds 
may  be  issued.  The  total  authorization 
for  loans  and  appropriation  for  grants 
should  be  amply  sufficient  to  meet  maxi- 
mum requirements  for  the  current  year. 
The  rate  at  which  these  loans  and  grants 
are  made  available,  however,  will  be 
made  a  mathematical  function  of  the 
national  unemployment  ratio  or  some 
similar  economic  index.  We  must  not 
lose  sight  of  the  fact  that  the  primary 
value  of  urban  reconstruction  to  the  Fed- 
eral government  and  the  justification  for 
the  necessary  grants  are  to  create  a 
balance  wheel  for  the  national  economy. 
URC  administration  will  be  judged  pri- 
marily by  the  efficiency  with  which  it 
performs  the  function  of  regulating  the 
over-all  volume  of  building  construction 
in  accordance  with  the  needs  of  the  econ- 
omy. There  are  two  ways  in  which  this 
regulatory  function  can  be  performed, 
either  directly  by  controlling  the  flow 
of  loan  and  grant  money,  or  indirectly 
by  establishing  conditions  for  the  use  of 
the  money  by  the  MRC.  URC  should 
have  authority  to  use  either  or  both 
methods  so  that  there  may  be  reasonable 
continuity  of  local  programs  and  plan- 
ning and  yet  variations  in  the  rate  of 
actual  construction  in  accordance  with 
national  economic  needs. 

It  is  obvious  that  URC  must  exercise 
great  care  in  the  allocation  of  the  loans 
and  grants  that  it  makes  to  the  various 
cities,  for  nothing  will  wreck  the  program 
more  promptly  than  the  suspicion  that 


it  is  being  used  for  political  purposes.  If 
all  our  cities  complied  with  the  require- 
ments established  by  URC,  the  appor- 
tionment of  loans  and  grants  could  be 
based  entirely  on  urban  population  ratios. 
It  is  quite  likely,  however,  that  a  num- 
ber of  cities  will  be  unable  or  unwilling 
to  comply  with  these  requirements,  in 
the  beginning  at  least.  The  answer,  then, 
would  be  to  apportion  the  same  total  amount 
among  the  cities  that  do  comply.  Once 
the  cities  that  qualify  have  been  estab- 
lished for  a  given  annual  or  semiannual 
period,  it  will  be  possible  to  apportion 
the  required  amount  in  loans  and  grants 
on  the  basis  of  a  population  ratio.  A 
direct  population  ratio,  however,  would 
be  unfair  to  the  larger  cities  because  the 
amount  they  will  need,  per  capita,  will 
be  much  greater  than  the  amount  needed 
by  the  smaller  cities.  It  will  be  quite 
simple  to  establish  a  factor,  based  on 
national  total  assessed  valuation  aver- 
ages, which  gives  due  weight  to  this  dif- 
ferential by  increments  of  50,000  or  100,- 
000  population.  Allowance  should  also 
be  made,  on  a  purely  arithmetical  basis, 
for  upward  or  downward  trends  in  the 
population  of  individual  cities. 

The  prorating  of  loans  and  grants  to 
MRC  in  each  urban  region  will  thus  be 
made  a  mathematical  function  of  popula- 
tion and  will,  therefore,  be  completely 
removed  from  the  pressure  for  political 
favoritism  to  certain  sections.  In  this  re- 
spect, URC  would  be  much  superior  to 
a  public-works  program  as  an  instrument 
for  stimulating  construction  on  an  equi- 
table basis.  For  it  is  not  always  possible 
to  control  the  location  of  public  works 
in  a  manner  which  avoids  the  suspicion 
of  political  favoritism,  even  if  we  assume 
complete  impartiality  on  the  part  of  ad- 
ministrative officials.  At  any  rate,  there 
has  been  a  tremendous  variation  in  the 
amounts  of  Federal  loans  and  grants  to 
the  states;  this  variation  becomes  quite 
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evident  when  the  comparison  is   made 
on  a  per  capita  basis.1 

One  of  the  most  difficult  tasks  that 
URG  will  face  is  the  determination  of  the 
conditions  under  which  loans  and  grants 
are  to  be  made  available  to  the  munici- 
palities. If  these  conditions  are  too  num- 
erous and  too  difficult,  they  may  impede 
and  perhaps  invalidate  the  whole  pro- 
gram. On  the  other  hand,  if  the  restric- 
tions are  inadequate  we  shall  find  that 
we  have  stimulated  the  economy  by 
spending  a  lot  of  money  but  that  we 
have  made  very  little  progress  in  solving 
the  problems  of  our  cities.  In  case  these 
conflicting  aims  are  irreconcilable,  the 
needs  of  the  national  economy  must  take 
precedence  over  those  of  the  city,  for  we 
should  always  remember  that  the  whole 
is  greater  than  the  part.  Full  recognition 
of  this  fact,  however,  should  not  lead  us 
to  brush  aside  the  requirements  of  the 
city  merely  because  their  satisfaction  nec- 
essitates the  use  of  ingenuity,  patience, 
and  cooperation.  URG  will  develop  a 
complete  program  of  the  conditions  for 
loans  and  grants  that  will  meet  the  ulti- 
mate needs  of  both  nation  and  city.  It 
must  then  be  prepared  to  modify  these 
conditions  downward,  temporarily  at 
least,  in  order  to  permit  the  desired  de- 
gree of  participation  on  the  part  of  muni- 
cipalities. When  the  program  is  in  full 
swing  it  will  be  possible  to  reinstate  these 
requirements  from  time  to  time  as  the 
advantages  of  urban  redevelopment  be- 
come more  apparent  and  the  cities  and 
states  show  a  greater  willingness  to  co- 
operate. In  fairness  to  all  concerned,  how- 
ever, the  probable  scope  of  the  ultimate 
program  should  be  indicated  in  advance 
at  an  early  date;  it  should  never  be 


1  In  1940  Federal  grants  and  expenditures  to  aid 
states  ranged,  on  a  per  capita  basis,  from  a  high  of 
$88.68  (Nevada)  to  a  low  of  $17.23  (Virginia); 
Federal  grants  alone  ranged  from  a  per  capita  of 
$24.33  (Nevada)  to  $2.59  (Virginia).  "Federal, 
State,  and  Local  Governments  Fiscal  Relations," 
op.  cit.}  p.  55. 
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possible  for  either  individuals  or  cities  to 
claim  that  the  ultimate  purposes  of  URG 
had  been  deliberately  concealed.  Subject 
to  the  above  qualifications,  we  may  now 
consider  the  conditions  under  which  the 
Federal  government  will  make  loans  and 
grants  to  the  municipalities: 

1.  Creation  of  MRC 

There  must  be  a  definite  municipal 
authority  charged  with  the  function  of 
implementing  the  public  phase  of  local 
urban  redevelopment.  Each  municipality 
should  have  the  greatest  freedom  in  de- 
vising the  methods  it  proposes  to  employ; 
for  convenience  in  reference,  however,  I 
shall  assume  that  the  local  public  au- 
thority takes  the  form  of  the  MRC 
(Municipal  Realty  Corporation).  The 
MRC  must  have  authority  to  acquire 
land  by  condemnation  as  well  as  by  direct 
negotiation  and  it  must  have  authority 
to  sell  or  lease  land  for  private  use.  The 
MRG  will  be  responsible  for  compliance 
with  the  requirements  established  as  a 
condition  for  loans  and  grants  and  will 
devise  its  own  procedure  to  secure  the 
required  results.  URG  will,  however,  pre- 
scribe the  methods  of  accounting  to  be 
used  by  MRG  and  will  make  an  audit 
of  the  books  at  least  once  a  year.  It  will 
then  be  possible  to  compare  the  results 
achieved  by  various  municipalities.  The 
Federal  auditing  of  MRG  accounts  will 
be  an  effective  answer  to  the  legitimate 
fear  which  many  citizens  would  other- 
wise entertain  concerning  the  honesty 
of  their  local  officials.  If  full  publicity 
is  given  to  the  results  achieved  and  if 
the  financial  reports  are  based  on  uni- 
form accounting  procedure  so  that  the 
results  obtained  in  various  cities  may  be 
easily  compared,  we  shall  find  that  the 
MRC  will  become  one  of  the  most  effi- 
cient and  honestly  administered  units  of 
the  local  government. 
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2.  Jurisdiction  of  MRC 

The  jurisdiction  of  MRC,  geographi- 
cally, should  cover  the  entire  metropoli- 
tan region.  The  modern  city  does  not 
stop,  physically,  at  its  political  bounda- 
ries; it  must  be  considered  as  a  single 
economic  and  planning  unit  regardless 
of  political  jurisdictions.  This  require- 
ment will  be  one  of  the  most  difficult  for 
many  cities  to  fulfill,  however,  and  it 
may  be  unreasonable  to  apply  it  immedi- 
ately. URG  should,  therefore,  establish 
definite  time  limits  within  which  this 
important  condition  must  be  met.  These 
time  limits  need  not  be  uniform  for  all 
cities;  a  period  of  two  years  might  be 
sufficient  for  a  metropolitan  region  lo- 
cated entirely  within  a  single  county, 
whereas  longer  periods  could  be  allowed 
if  the  metropolitan  urban  region  extended 
into  two  or  more  counties  and,  in  ex- 
treme cases,  into  two  or  more  states. 

3.  Regional  Plan 

The  MRG  will  be  required  to  proceed 
with  reconstruction  in  accordance  with 
a  master  plan  developed  by  a  competent 
planning  commission  having  jurisdiction 
over  the  entire  urban  region.  Much  of 
the  disordered  growth  of  our  cities  results 
from  the  fact  that  the  metropolitan  urban 
area  frequently  extends  into  several  polit- 
ical jurisdictions  and  sometimes  into  two 
or  more  states.  The  creation  of  a  planning 
commission  with  authority  to  plan  for 
the  entire  city  would,  in  many  cases,  be 
a  political  impossibility  without  the  in- 
ducement of  conditional  loans  and  grants 
by  the  Federal  government.  From  the 
point  of  view  of  good  city  planning,  the 
requirement  of  a  regional  master  plan 
will  be  of  such  great  importance  that  it 
must  be  made  mandatory  by  URC.  As 
noted  above  in  the  case  of  MRC,  how- 
ever, a  reasonable  period  of  time  may 
be  allowed  for  extending  the  jurisdiction 
of  the  planning  commission  over  the  en- 


tire metropolitan  area.  URC  will  have 
the  right  to  require  that  the  planning 
commission  be  given  an  appropriation 
sufficient  to  perform  its  functions  properly, 
but  there  must  be  no  Federal  review  or 
modification  of  actual  plans  for  city  re- 
construction. It  will  be  better  to  accept 
mediocrity  on  the  part  of  some  local 
planning  agencies  than  to  accept  the  im- 
position of  the  most  enlightened  central- 
ized technical  controls. 

4.  Land  Control 

The  MRC  will  be  required  to  save  the 
city  from  the  painful  necessity  of  ever 
again  being  put  to  the  trouble  and  ex- 
pense of  reacquiring  urban  property  in 
order  to  permit  a  future  redevelopment. 
Once  acquired  by  the  MRC,  the  land 
should  not  be  sold  but  should  be  leased 
for  a  period  not  exceeding  fifty  years. 
An  exception  to  this  general  rule  may 
be  made  in  the  case  of  land  intended  for 
development  as  owner-occupied  homes. 

The  URC,  on  the  basis  of  the  controls 
I  have  described  thus  far,  could  function 
effectively  under  normal  conditions.  If  it 
is  to  serve  its  intended  purpose  as  a 
balance  wheel  to  the  national  economy, 
however,  it  must  be  enabled  to  operate 
under  abnormal  as  well  as  under  average 
conditions.  It  should  be  possible  for  URC 
to  inhibit  or  stimulate  the  rate  of  con- 
struction in  order  to  help  check  excessively 
inflationary  or  deflationary  tendencies. 

It  is  possible  that,  because  of  an  un- 
usual absorption  of  savings  in  the  de- 
velopment of  new  industries  or  in  foreign 
investments,  the  economic  need  for  in- 
vestments in  new  construction  may  be 
reduced  at  certain  times.  It  is  possible 
that,  under  such  conditions,  there  would 
still  be  an  abundance  of  mortgage  money 
because  of  the  form  that  private  savings 
tend  to  take.  Furthermore,  uncontrolled 
private  investment  in  mortgages  and 
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building  equities  results  in  a  maximum       willing  to  yield  this  form  of  taxation  for 


construction  rate  near  the  top  of  the 
business  cycle  and  a  minimum  construc- 
tion rate  at  or  near  the  bottom  of  the 
business  cycle.  It  is  to  the  interest  of  all 
concerned  that  these  conditions  should 
be  reversed.  The  safety  of  both  mortgages 
and  equities  is  jeopardized  when  the  fi- 
nancing is  based  on  peak  prices;  con- 
struction is  desperately  needed  as  a 
stimulant  to  the  economy  at  the  bottom 
of  the  business  cycle;  the  violent  ups  and 
downs  of  the  construction  industry  add 
appreciably  to  the  costs  of  doing  business 
and  these  costs  are  ultimately  paid  by  the 
public  in  one  form  or  another.  During 
the  entire  decade  that  preceded  the  Sec- 
ond World  War,  the  emphasis  was  all  on 
stimulating  construction  and  the  results 
were  certainly  inadequate.  This  recent 
experience  should  not  cause  us  to  ignore 
the  fact  that  it  may  be  necessary  to  in- 
hibit the  construction  rate.  If  we  wait 
until  that  time  comes  before  we  devise  a 
procedure  for  coping  with  it,  we  shall 
be  just  as  helpless  as  we  were  during  the 
last  decade  in  solving  the  problem  of 
effective  stimulation.  URC  should,  there- 
fore, have  a  simple  and  effective  device 
for  checking  excessive  investment  in  new 
construction.  There  are  probably  a  num- 
ber of  methods  that  could  be  used,  but 
I  will  suggest  one  that  would  meet  the 
requirements  of  simplicity  and  effective- 
ness— a  Federal  tax  on  mortgages  for  new 
building  projects.  Practically  all  building 
construction  is  based  on  mortgage  lend- 
ing, and  a  tax  based  on  a  sufficiently 
high  percentage  of  the  amount  of  the 
construction  loan  would  be  an  effective 
safeguard  against  overinvestment  in  new 
buildings.  The  use  of  taxation  for  gov- 
ernmental control  rather  than  revenue 
is  an  ancient  device  whose  origins  extend 
back  at  least  to  our  first  tariff  legislation. 
This  tax  on  mortgages  will  not  normally 
be  applied  and  may,  perhaps,  never  be 
necessary.  The  states  may,  therefore,  be 


the  exclusive  use  of  the  Federal  govern- 
ment. This  concession  by  the  states  might 
be  made  one  of  the  conditions  for  Federal 
loans  and  grants  for  urban  redevelop- 
ment. The  control  would  be  just  as  ef- 
fective, however,  if  the  tax  were  imposed 
and  collected  by  and  for  the  states,  pro- 
vided that  the  amount  of  the  tax,  if  any, 
were  based  entirely  upon  the  recommen- 
dations of  URG. 

The  most  serious  and  the  most  likely 
departure  from  normal  consists  of  a  dearth 
of  mortgage  and  equity  capital  because 
of  fear  resulting  from  a  depression  that 
we  have  not  been  able  to  prevent.  If 
this  situation  arises  we  shall  make  a  mis- 
take if  we  wait  despondently  until  con- 
fidence returns.  The  quickest  and  the 
cheapest  way  to  revive  construction  will 
then  be  for  URC  to  have  authority 
promptly  to  increase  its  bond  issues  and 
to  lend  money  to  the  MRG  so  that  the 
MRG  may,  in  turn,  lend  these  funds  to 
private  enterprise  for  housing  built  for 
sale  and  rental.  The  loan  ratio  and  the 
interest  rate  for  the  mortgages  would  be 
established  at  the  prevailing  rate  for  pri- 
vate mortgages  for  two  reasons:  First, 
this  would  eliminate  any  real  risk  on  the 
part  of  the  Federal  government;  since  the 
interest  rate  on  the  mortgage  would  be 
approximately  twice  the  interest  rate  on 
the  URC  bonds,  one-half  the  estimated 
income  from  the  mortgage  would  be  suf- 
ficient to  cover  interest  requirements  on 
the  bonds.  Secondly,  and  of  equal  im- 
portance, it  should  not  be  the  intention 
of  URG  to  displace  any  private  capital 
that  may  become  available  as  confidence 
returns  or  to  displace  the  limited  amounts 
of  private  capital  that  may  be  currently 
available.  When  the  policyholders  have 
repaid  their  loans  to  the  life-insurance 
companies  and  when  the  building  and 
loan  associations  feel  assured  of  continued 
liquidity,  these  institutions  will  be  anxi- 
ous to  return  to  normal  lending  practices 
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and  will  buy  these  mortgages  from  the 
MRC.  There  is,  of  course,  nothing  new 
in  this  principle;  the  Reconstruction  Fi- 
nance Corporation  has  lent  many  mil- 
lions of  dollars  on  mortgages  which  have, 
later  on,  been  bought  by  insurance  com- 
panies, frequently  at  a  premium. 

The  loans  that  were  made  by  RFC 
were  made  directly  to  the  mortgagor.  It 
would  simplify  the  procedure  immensely 
if  URG  loaned  the  money  to  the  MRG 
on  the  same  weighted  per  capita  basis 
used  for  land-acquisition  loans  and  grants. 
The  local  MRG  will,  in  any  event,  be 
required  to  maintain  an  experienced  real- 
estate  department  in  constant  operation. 
This  department  will  be  ideally  suited, 
by  familiarity  with  local  conditions,  to 
conduct  loan  negotiations  efficiently  and 
promptly.  The  mortgagors  will  deal  with 
local  officials  instead  of  going  to  Wash- 
ington or  to  a  regional  office  of  the  URC. 
Since  all  loans  to  the  MRG  are  based  on 
the  total  assets  of  the  MRG  and  since 
the  local  authorities  are  subject  to  the 
close  financial  scrutiny  of  URC,  the 
interests  of  the  Federal  government  are 
adequately  protected  and  yet  the  public 
enjoys  the  many  advantages  of  a  com- 
pletely decentralized  administration. 

The  state  government  will  have  a  less 
direct  interest  in  urban  reconstruction 
than  either  the  local  or  the  Federal  gov- 
ernment. Since  the  prosperity  of  the  states 
is  inseparable  from  that  of  the  cities  and 
the  nation,  however,  the  state  will  derive 
very  great  indirect  advantages.  On  the 
other  hand,  many  state  legislatures  are 
dominated  by  the  rural  voters  and  are 
disinclined  to  give  the  cities  any  addi- 
tional authority.  Municipal  administra- 
tion has,  in  many  cases,  been  so  corrupt 
that  even  the  urban  voters  may  hesitate 
to  place  more  power  in  the  hands  of  city 
politicians.  Moreover,  every  extension  of 
Federal  authority  is  certain  to  meet  with 
objections  based  on  states'  rights.  It  may, 
therefore,  seem  optimistic  to  believe  that 
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the  state  legislatures  will  cooperate  with 
the  Federal  and  municipal  governments 
in  a  broad  program  of  urban  redevelop- 
ment. It  will  probably  be  found,  however, 
that  it  will  be  easier  to  secure  favor- 
able action  from  the  states  than  from 
either  the  local  or  Federal  governments. 
State  action  will  not  necessarily  require 
either  appropriation  of  funds  or  adminis- 
trative machinery;  it  will  consist  essen- 
tially of  permissive  legislation. 

The  incentive  provided  by  the  Federal 
loans  and  grants  for  urban  land  acquisi- 
tion will  constitute  a  very  powerful  lever. 
When  the  FHA  instituted  the  single  80 
per  cent  mortgage  in  lieu  of  the  conven- 
tional 60  per  cent  first  mortgage  and  20 
per  cent  second  mortgage,  there  were 
many  people  who  believed  thas  it  would 
be  a  difficult  task  to  secure  state  legisla- 
tion permitting  state-controlled  financial 
institutions  to  increase  the  loan  ratio  in 
the  case  of  FHA-insured  mortgages.  Yet 
favorable  legislation  was  secured  in  most 
of  the  states  in  a  very  few  years.  The 
USHA  was  created  in  1937,  and  within 
a  short  time  thirty-eight  states  had  passed 
enabling  legislation  and  over  600  local 
housing  authorities  had  been  established. 
The  proposed  URG  would  stimulate  a 
much  greater  volume  of  construction  than 
either  FHA  or  USHA,  and  it  is  therefore 
probable  that  the  response  on  the  part 
of  the  state  legislatures  will  be  equally 
favorable. 

The  most  essential  phase  of  state  co- 
operation consists  of  granting  authority 
to  the  cities  to  establish  MRC  (Municipal 
Realty  Corporations)  or  other  suitable 
local  authorities  which  will  be  able  to 
meet  the  requirements  established  by 
URC.  Difficult  problems  will  arise  where 
the  metropolitan  urban  region  extends 
over  parts  of  two  or  more  counties  within 
the  same  state.  But  it  will  scarcely  be 
necessary  for  the  state  to  compel  coopera- 
tion on  the  part  of  county  officials  or 
separate  municipalities  within  the  same 
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county.  If  the  state  enacts  permissive 
legislation,  the  cities  that  wish  to  secure 
Federal  aid  will  be  able  to  solve  their 
own  problems  in  their  own  manner  ex- 
cept in  those  instances  where  the  metro- 
politan urban  region  extends  over  parts 
of  two  or  more  states.  In  those  cases  it 
may  be  necessary  for  the  URC  to  help 
both  the  cities  and  the  states  to  help 
themselves  in  the  task  of  creating  a  local 
agency  that  will  be  able  to  deal  effectively 
with  the  redevelopment  of  the  entire  ur- 
ban region.  As  reconstruction  proceeds, 
the  many  advantages  of  considering  the 
entire  city  as  a  single  economic  unit  will 
become  more  and  more  apparent  and  a 
way  will  surely  be  found  to  overcome 
the  purely  arbitrary  jurisdictions  repre- 
sented merely  by  a  line  on  a  map. 

Next  in  importance  to  the  MRG  is 
the  creation  of  a  planning  agency  that 
will  be  able  to  plan  for  the  entire  metro- 
politan urban  region.  This  will  probably 
not  require  any  state  action  except  in 
those  cases  where  the  city  extends  across 
state  lines.  Even  in  these  instances  the 
problem  should  be  much  simpler  than 
in  the  case  of  the  MRG;  the  answer  may, 
indeed,  be  found  as  a  mere  by-product 
resulting  from  the  establishment  of  a 
municipal  real-estate  agency  for  the  en- 
tire city,  provided  that  the  two  problems 
are  considered  simultaneously.  It  is  pos- 
sible that  existing  planning  agencies  may 
be  preserved  in  their  entirety  and  merely 
be  required  to  carry  out  the  planning 
within  their  present  jurisdiction  in  ac- 
cordance with  the  over-all  planning  for 
the  metropolitan  area  by  a  metropolitan 
planning  commission. 

A  beginning  has  already  been  made,  in 
a  number  of  states,  in  the  enactment  of 
urban  redevelopment  laws.  These  laws 
have  been  enacted  without  the  use  of  any 
form  of  pressure  or  inducement  on  the 
part  of  the  Federal  government;  they 
have  been  sponsored  by  various  groups 
of  citizens  and  organizations  in  an  effort 
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to  assist  private  enterprise  in  problems 
of  urban  land  assembly.  The  present  ur- 
ban redevelopment  laws  are  ineffective, 
principally  because  they  do  not  offer  ade- 
quate inducements  to  private  enterprise 
and  because  they  do  not  place  sufficient 
importance  on  adequate  city  planning. 
If,  however,  the  financial  inducements 
are  provided  by  the  Federal  government, 
it  will  be  easy  to  secure  the  necessary 
modifications  to  the  existing  state  legisla- 
tion, for  these  changes  will  be  relatively 
minor.  Some  of  the  state  laws  now  permit 
private  corporations  to  assemble  land 
through  condemnation  while  others  per- 
mit the  land  to  be  assembled  by  the 
municipality  and  then  sold  or  leased. 
It  is  but  a  small  step,  starting  from  either 
method,  to  empower  a  public  corporation 
to  assemble  land  through  condemnation, 
and  to  sell  or  lease  such  land  subject  to 
the  conditions  established  by  URC.  Many 
of  the  states  that  do  not  yet  have  urban 
redevelopment  laws  will  enact  such  legis- 
lation as  soon  as  the  possibility  of  securing 
Federal  aid  makes  it  worth  while  to 
do  so. 

The  importance  of  simplifying  and  re- 
ducing the  cost  of  realty  transfers  and 
foreclosure  proceedings  was  discussed  in 
Chap.  9.  If  the  real-estate  boards  and 
the  home-builders  associations  were  as 
genuinely  interested  in  the  welfare  of 
homeowners  as  their  propaganda  would 
seem  to  indicate,  they  would  exert  at 
least  as  much  effort  in  securing  this  much- 
needed  reform  of  realty-transfer  proce- 
dure as  they  now  do  in  attacking  public 
housing.  It  is  possible  to  secure  a  per- 
fectly valid  title  to  an  automobile  in  most 
states  for  a  purely  nominal  amount,  usu- 
ally $1.  There  is  no  good  reason  why  it 
should  be  necessary  to  pay  more  than  $10 
for  a  valid  title  to  a  small  home  if  state 
laws  concerning  land  ownership  were 
simplified.  In  the  case  of  large  properties 
and  complicated  transactions,  the  delays 
incident  to  our  present  cumbersome  pro- 
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cedure  for  realty  transfers  are  irritating 
but  the  cost  is  not  prohibitive.  For  the 
average  small  home  the  cost  is,  propor- 
tionately, much  greater.  Since  the  land 
for  the  average  small  urban  home  can 
be  readily  and  completely  identified  by 
lot  and  square  number,  it  should  be  easy 
to  devise  changes  in  the  state  laws  that  will 
permit  reducing  realty-transfer  charges 
in  such  cases  to  a  purely  nominal  amount. 
If  these  changes  in  the  law  concerning 
land  tenure  are  successfully  resisted  by 
the  lawyers  and  the  title  companies,  per- 
haps the  MRC  may  be  authorized  to 
issue  land  titles  that  will  have  the  same 
validity  as  the  title  to  an  automobile  is- 
sued by  the  State  Commissioner  of  Motor 
Vehicles. 

The  housing  program  suggested  in 
Chap.  2  involves  monthly  payments  to 
the  families  that  are  de-housed  as  a  result 
of  urban  redevelopment.  The  program 
could  function,  after  a  fashion,  without 
any  compensation  to  the  de-housed;  it 
is  a  form  of  payment  or  subsidy  that  we 
have  never  made  before,  and  presumably 
we  could  allow  these  families  to  shift  for 
themselves.  It  is  only  fair  to  recognize, 
however,  that  while  our  public  housing 
methods  do  not  provide  for  these  families 
directly,  the  new  public  projects  provide 
for  their  housing  needs  indirectly.  Fur- 
thermore, we  have  never  yet  undertaken 
the  demolition  of  slum  and  blighted  areas 
on  the  comprehensive  scale  that  will  be 
necessary  in  the  future.  If  the  new  housing 
is  to  be  financed  and  constructed  by 
private  enterprise,  the  de-housed  families 
will  need  some  form  of  income  subsidy. 
It  is  doubtful,  however,  whether  the  cities 
will  be  financially  able  to  meet  the  entire 
cost  of  these  income  payments.  An  equi- 
table solution  to  the  problem  may  be 
found  in  a  system  under  which  municipal 
funds  would  be  matched  in  some  pre- 
determined ratio  by  state  and  Federal 
contributions.  This  method  would  throw 
the  initial  burden  on  the  city.  The  state, 


so  far,  has  made  no  financial  contribu- 
tion and  yet  will  reap  many  indirect 
advantages;  it  will  collect  higher  taxes 
as  a  result  of  the  general  prosperity  and 
it  should  be  willing  to  contribute  from 
20  to  50  per  cent  of  the  amounts  pro- 
vided by  the  city  for  income  payments 
to  the  de-housed.  It  is  also  reasonable 
to  anticipate  that  the  Federal  govern- 
ment will  accept  a  part  of  the  financial 
burden  if  Congress  is  given  this  evidence 
that  the  cities  and  states  are  meeting 
their  fair  share  of  the  cost. 

The  entire  program  I  have  described 
could  be  administered  by  a  relatively 
small  organization  in  Washington,  for 
URC  would  deal  with  the  municipalities 
only  through  the  MRC  and  the  Federal 
controls  would  be  of  a  very  general  na- 
ture. The  time-consuming  checking  of 
plans  and  specifications  for  individual 
projects  that  has  been  characteristic  of 
both  USHA  and  FWA  (Federal  Works 
Agency)  would  not  be  required.  URC 
would  establish  broad  economic  require- 
ments and  insist  on  honest  local  admin- 
istration. Within  these  limitations  the 
MRC  would  have  wide  discretionary 
powers  and  each  community  would  devise 
its  own  procedure.  The  individual  citizen 
would  not  feel  that  he  is  helpless  to  cope 
with  an  intricate  maze  of  Federal  red  tape 
and  that  the  answer  to  a  simple  problem 
requires  a  trip  to  Washington  or  to  the 
regional  office. 

Although  the  conditions  established  by 
URC  are  all  desirable  from  the  point  of 
view  of  the  local  citizen,  it  is  possible 
that  some  cities  will  not  want  to  comply 
with  them.  The  vested  interests  of  local 
job  holders  and  politicians  may  be  suffi- 
cient, in  some  cases,  to  resist  the  creation 
of  an  MRC  and  a  planning  commission 
having  jurisdiction  over  the  metropolitan 
urban  area.  In  such  cases  it  will  be 
neither  practicable  nor  desirable  to  force 
compliance;  the  few  cities  that  prefer  to 
work  out  their  own  solution  without  Fed- 
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eral  aid  should  have  that  privilege.  Some 
cities,  even  among  those  that  extend 
sincere  and  wholehearted  cooperation, 
wall  fail  to  take  full  advantage  of  their 
opportunities.  In  order  to  secure  the  best 
results,  the  local  MRC  wall  require  the 
most  skillful  management  in  addition  to 
good  intentions.  There  wall  be  other  cities, 
however,  where  the  results  will  exceed 
our  expectations.  These  will  serve  as  an 
inspiration  and  guide  for  the  citizens  and 


officials  of  less  fortunate  communities. 
The  function  of  the  Federal  and  state 
governments  should  be  that  of  creating 
conditions  that  will  make  it  possible  for 
the  cities  to  undertake  their  own  recon- 
struction, not  that  of  telling  them  how  to 
do  the  job.  We  need  centralized  authority 
in  order  to  avoid  economic  chaos — we 
do  not  need  or  want  it  as  a  substitute  for 
local  initiative  and  independence  of 
thought. 
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WITHIN  the  general  requirements 
established  by  URG,  there  will 
be  ample  opportunity  for  a  vari- 
ety of  approaches  to  the  problem  of  urban 
reconstruction.  In  this  chapter,  however, 
I  shall  assume  that  the  municipality  will 
follow  the  procedure  of  creating  a  Muni- 
cipal Realty  Corporation.1  The  organi- 
zation of  a  public  corporation,  rather 
than  a  municipal  bureau,  will  facilitate 
the  participation  of  various  political  en- 
tities within  the  metropolitan  regions; 
the  various  local  governments  may  be 
represented  in  the  MRC  and  yet  the 
functioning  of  MRC  may  be  completely 
separated  from  that  of  the  local  govern- 
ments within  the  greater  city. 

Let  us  assume,  for  instance,  that  the 
metropolitan  area  includes  the  principal 
city  of  A  and  three  suburbs,  X,  T,  and  £. 
The  board  of  directors  of  the  MRC  might 
consist  of  three  members  nominated  by 
the  mayor  of  A,  three  members  nomi- 
nated by  the  suburbs  of  X,  Y,  and  ^ 
respectively,  and  one  director  selected 
from  nominations  made  by  civic  and 
business  organizations  of  the  entire  city. 
This  procedure  will  avoid  the  necessity 
of  extending  the  boundaries  of  the  central 
city  in  order  to  create  an  MRC  capable 
of  administering  urban  redevelopment  in 
accordance  with  the  requirements  estab- 
lished by  URC.  The  city  of  A  and  the 

1  The  Municipal  Realty  Corporation,  as  a  device 
for  handling  urban  reconstruction,  is  described  in  a 
publication  of  the  Federal  Housing  Administration 
issued  in  1941  entitled  "A  Handbook  on  Urban 
Redevelopment  for  Cities  in  the  United  States." 
The  functions  described  in  the  handbook,  however, 
are  more  limited  than  those  that  I  am  suggesting  in 
this  chapter. 


suburbs  of  X,  T,  and  <<"  would  contribute 
to  the  administrative  expenses  of  the  MRC 
in  proportion  to  their  respective  popula- 
tions, at  least  for  the  first  year.  When 
the  program  is  in  full  operation,  however, 
it  will  be  preferable  to  cut  the  municipal 
purse  strings;  administrative  expenses  of 
MRC  can  be  charged  against  the  profits 
derived  from  real-estate  operations.  The 
MRC  will  not  be  organized  for  the  pur- 
pose of  making  profits,  but  its  margin  in 
good  years,  over  and  above  administra- 
tive expenses,  should  be  sufficient  to  off- 
set losses  in  bad  years.  The  terms  under 
which  it  receives  loans  and  grants  from 
URC  will  be  sufficiently  liberal  to  assure 
a  slight  average  profit  if  the  local  ad- 
ministration is  efficient.  The  complete 
segregation  of  MRC  from  municipal  ac- 
counting and  control  will  permit  a  better 
evaluation  of  its  efficiency,  for  the  fi- 
nancial facts  will  not  be  distorted  through 
hidden  subsidies  due  to  tax  exemption, 
free  public  services,  or  payment  of  ad- 
ministrative expenses. 

Definite  jurisdictional  limits  will  be 
established  for  MRC.  In  order  to  avoid 
evasion  of  MRC  controls  through  real- 
estate  developments  just  beyond  these 
limits,  however,  provision  should  be  made 
for  extending  them.  Whenever  the  popu- 
lation in  adjacent  areas  reaches  a  density 
in  excess  of  one  person  per  acre,  the 
jurisdictional  limits  of  the  MRC  will  be 
automatically  extended  so  as  to  include 
these  areas.  Within  the  limits  thus  estab- 
lished, the  MRC  will  undertake  the  task 
of  stimulating  the  reconstruction  of  the 
city  on  the  basis  of  the  authority  given 
it  by  the  state  and  the  municipalities 
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and  on  the  basis  of  the  conditional  finan- 
cial assistance  provided  by  the  Federal 
government. 

Cooperation  with  the  MPA. 

There  should,  of  course,  be  close  co- 
ordination of  the  work  of  the  MRG  with 
that  of  the  planning  commission.  It  will 
be  unwise,  in  the  beginning,  for  either 
agency  to  scatter  its  efforts  over  the  entire 
city.  A  master  plan  must  be  outlined  and 
adopted  as  soon  as  possible  and  there 
must  then  be  agreement  at  the  beginning 
of  the  program  concerning  the  areas  that 
are  to  be  redeveloped  first,  so  that  both 
the  MRG  and  the  City  Planner  may 
make  a  more  detailed  study  of  these 
areas.  The  first  step  of  preparing  the 
basic  or  master  plan  will  take  time,  how- 
ever, and  the  MRG  should  take  advan- 
tage of  this  interval  to  develop  a  business 
procedure  that  will  be  as  efficient  and 
simple  as  possible.  In  the  meantime  a 
number  of  projects  will  be  initiated  by 
private  enterprise  without  regard  to  the 
requirements  of  the  new  city,  since  these 
will  not  yet  have  been  established.  It  will 
be  most  unfortunate  if  the  construction 
of  these  projects  increases  the  difficulty 
of  executing  the  master  plan  when  it  is 
finally  adopted.  On  the  other  hand,  it 
will  be  unwise  to  call  a  halt  on  all  new 
construction  because  the  new  plan  is  still 
being  studied.  We  would  give  private 
enterprise  a  legitimate  grievance  at  the 
very  start  of  the  new  program  and  we 
would  create  a  pressure  for  excessive 
speed  in  planning.  In  the  effort  to  avoid 
minor  mistakes  we  would  risk  making 
big  ones.  In  any  event  the  MRC  must 
refrain  from  making  arbitrary  decisions 
that  do  not  give  full  consideration  to 
the  rights  of  property  owners.  It  will  be 
cheaper,  in  extreme  cases,  to  pay  the 
additional  cost  of  demolishing  a  relatively 
new  project  than  to  incur  the  justifiable 
hostility  of  property  owners  and  devel- 
opers by  an  excess  of  zeal  at  the  very 
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outset  of  the  new  program.  As  soon  as 
the  basic  elements  of  the  new  city  plan 
can  be  officially  approved,  they  should 
be  given  wide  publicity  so  that  the 
sponsors  of  private  projects  may  base 
their  initial  planning  on  the  new  condi- 
tions. It  must  be  realized,  however,  that 
many  large  projects  are  initiated  many 
months  before  they  are  made  known  to 
the  public.  The  MRG  will  be  unable  to 
give  consideration  to  the  sometimes  con- 
flicting interests  of  the  city  and  private 
property  owners  unless  it  is  advised  that 
these  projects  are  under  consideration. 
Before  a  single  line  is  drawn  on  the  new  city 
plan,  therefore,  the  MRC  should  require 
all  property  owners  who  may  be  con- 
sidering a  new  construction  project  to 
file  a  brief  statement  covering  the  essen- 
tial facts  concerning  such  proposed  de- 
velopments. If,  in  spite  of  assurance  of 
secrecy  on  the  part  of  public  officials, 
private  property  owners  failed  to  make 
such  a  declaration,  the  MRC  could  very 
properly  ignore  any  claims  that  were 
made  later  on  the  basis  of  interference 
with  contemplated  projects.  Where  the 
nature  of  a  contemplated  project  is  dis- 
closed to  the  MRC  in  advance  of  the 
preparation  of  the  master  plan,  however, 
suitable  consideration  should  be  given 
to  the  interests  of  the  city  and  of  the 
property  owner.  In  at  least  nine  cases 
out  of  ten  there  will  be  no  conflict.  In 
the  tenth  case  it  is  possible  that  the  pro- 
posed city  plan  may  be  modified  slightly 
without  sacrificing  any  essential  value. 
In  the  rare  case  where  there  is  a  genuine 
and  serious  conflict  that  would  seriously 
impair  the  functioning  of  the  best  city  plan, 
the  MRG  will  be  justified  in  acquiring 
the  property  immediately  or  in  compen- 
sating the  property  owner  for  abandon- 
ing all  or  part  of  his  project.  It  would 
obviously  be  improper  to  recognize  any 
claim  for  damages  by  property  owners 
when  the  first  notice  of  the  owner's  in- 
tention is  given  after  publication  of  the 
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master  plan,  however,  for  it  would  be  too 
easy  for  unscrupulous  citizens  to  secure 
compensation  for  imaginary  projects.  By 
the  simple  device  of  requiring  a  filing  of 
intention  to  build  before  the  master  plan  has 
been  started,  it  will  be  possible  for  the 
MRG  to  proceed  on  an  equitable  basis. 
Once  the  master  plan  has  been  adopted 
and  published,  the  most  critical  single 
step  in  urban  redevelopment  will  have 
been  taken. 

Acquisition  of  Property 

The  MRG  will  first  seek  to  acquire 
property  that  is  needed  to  carry  out  the 
most  urgent  changes  in  the  street  pattern. 
The  property  thus  acquired  will  not  be 
limited  to  an  absolute  minimum  and  may 
include  property  within  a  considerable 
radius  of  the  proposed  improvement.  The 
MRG  will  obtain  its  funds  on  the  basis 
of  a  low  interest  rate  and  it  should,  there- 
fore, realize  a  profit  based  on  the  income 
received  from  the  property  it  has  ac- 
quired, provided  that  the  cost  is  not 
excessive.  This  profit  could  be  used,  in 
whole  or  in  part,  to  offset  the  loss  in- 
curred by  the  demolition  of  buildings 
for  street  widening  or  for  new  streets. 
It  should  be  possible  to  announce  the 
new  use  pattern  for  the  land  adjoining 
the  new  streets  at  the  time  such  improve- 
ments are  made,  so  that  the  land  may  be 
leased  promptly.  This  will  not  always  be 
possible  or  desirable,  however,  and  the 
MRG  should  be  able  to  devise  proced- 
ures that  will  permit  it  to  postpone  re- 
development without  incurring  excessive 
losses. 

Second,  in  point  of  timing,  will  be  the 
acquisition  of  areas  that  are  ripe  for  re- 
development. Generally  speaking,  these 
will  be  slum  and  blighted  areas.  It  will 
be  a  great  mistake,  however,  to  limit 
redevelopment  to  these  two  classes  of 
property.  If  the  reconstruction  of  the 
city  is  undertaken  intelligently,  we  must 
create  new  neighborhoods  that  fit  into 


the  over-all  pattern  of  the  new  city  and 
that  stimulate  us  with  a  new  sense  of 
achievement.  To  produce  this  result  we 
shall  frequently  be  compelled  to  demol- 
ish buildings  which,  though  reasonably 
inoffensive,  do  not  fit  into  the  new  con- 
ception of  the  city  we  are  trying  to  build. 
The  worst  slums  should  be  destroyed  as 
soon  as  possible,  regardless  of  location; 
redevelopment  may  be  postponed,  how- 
ever, until  it  can  be  done  on  a  neighbor- 
hood basis.  Reconstruction  should  begin 
with  the  oldest  residential  neighborhoods 
adjacent  to  the  central  business  area.  In 
these  areas  there  may  be  a  few  multistory 
buildings  of  recent  date.  If  they  are  not 
too  incongruous  with  the  new  develop- 
ment it  may  be  desired  to  keep  them  for 
two  or  three  decades.  Generally  speak- 
ing, however,  it  will  be  better  to  call  in 
the  wrecking  crew  than  to  jeopardize 
the  success  of  the  new  development  by 
excessive  timidity. 

Third,  in  point  of  timing,  is  the  acquisi- 
tion of  property  anywhere  in  the  metro- 
politan city  in  advance  of  any  specific 
need  for  street  or  park  improvements  or 
any  need  for  redevelopment.  The  most 
obvious  case  would  be  the  acquisition  of 
tax-delinquent  property  through  tax  sales 
or  other  suitable  legal  procedure.  But 
MRC  may  also  acquire  property  when- 
ever the  price  is  sufficiently  attractive  to  justify 
purchases  made  in  advance  of  actual  need.  In 
the  case  of  income-producing  property, 
MRG  will  make  a  substantial  profit, 
which  can  be  used  to  offset  some  of  the 
losses  in  other  cases  due  to  the  relatively 
high  prices  that  will  necessarily  be  paid 
to  less  willing  sellers.  MRG  will  own  all 
the  land,  sooner  or  later,  and  ordinary 
business  prudence  would  require  that 
every  effort  be  made  to  reduce  the  number 
of  purchases  made  from  reluctant  sellers. 

Leasing  Property  for  Redevelopment 

The  pattern  for  land  use  in  the  rede- 
veloped areas  will  be  based  on  intelligent 
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neighborhood  planning  instead  of  the 
arbitrary  and  frequently  senseless  require- 
ments established  by  zoning  regulations. 
The  new  town  planning  will  be  directed 
toward  stimulating  creative  effort.  The 
general  scheme  of  development  will  be 
established  before  the  land  is  leased  to 
private  enterprise  and  this  will  permit  us 
to  abandon  much  of  the  restrictive  legis- 
lation that  now  hampers  the  designer. 
The  MRG  will  establish  conditions  in 
the  lease  that  will  require  conformity  to  a 
well-conceived  plan  for  the  entire  neigh- 
borhood even  though  the  new  develop- 
ment consists  of  a  number  of  projects 
undertaken  by  separate  private  sponsors. 
These  conditions  will  not  provoke  any 
resistance  on  the  part  of  the  lessees 
because  the  latter  will  have  based  the 
amount  of  their  bid  on  the  existence  ot 
these  requirements.  This  procedure  will 
permit  the  planner  to  make  the  best  use 
of  natural  features  and  to  plan  the  entire 
neighborhood  as  a  unit.  The  MRC  may, 
if  it  seems  desirable,  establish  the  maxi- 
mum average  rent  per  room  for  a  housing 
project,  since  this  condition  will  merely 
cause  the  sponsor  to  adjust  his  bid 
accordingly. 

The  MRG  should  have  the  right  to 
negotiate  leases  but  it  will  be  preferable, 
in  most  cases,  to  invite  bids  and  award 
the  lease  to  the  highest  bidder.  The  invi- 
tation for  bids  will  set  forth  complete 
information  concerning  the  property  to 
be  redeveloped  and  will  describe  all  the 
conditions  of  the  lease.  Complete  infor- 
mation will  also  be  given  concerning  any 
type  of  financing  that  may  be  made 
available  to  the  sponsor  through  MRC. 
On  the  basis  of  these  data  bidders  will 
be  able  to  determine  the  maximum  an- 
nual ground  rent  they  can  afford  to  pay 
and  still  obtain  a  reasonable  profit.  Every 
incentive  is  given  private  developers  to 
exercise  their  initiative  and  resourceful- 
ness in  making  the  most  profitable  use  of 
the  property  within  the  limitations  estab- 

[  176 


lished  by  a  sound  plan  for  the  neighbor- 
hood; the  rights  of  the  community  and 
of  private  enterprise  are  equally  protected. 
In  most  cases,  of  course,  the  capitalized 
value  of  the  ground  rents  will  not  equal 
the  cost  of  acquiring  the  property.  To 
illustrate,  let  us  assume  that  the  cost  of 
acquiring  a  certain  blighted  area  is  8 
million  dollars,  that  the  interest  rate  on 
the  loans  from  URC  to  MRC  is  2  per 
cent,  and  that  the  highest  bid  received 
for  the  lease  on  the  reassembled  property 
is  $100,000  a  year.  The  ground  rent  will 
meet  interest  requirements  on  a  URC 
loan  of  5  million  dollars.  Since  the  land 
has  cost  the  MRC  8  million  dollars,  there 
will  be  a  loss  of  3  million  dollars  to  be 
met  from  URC  grants.  The  amount  of 
the  grant  will  not  be  established  by  URC 
for  each  project,  but  there  will  be  a  fixed 
ratio  applicable  to  cities  in  the  same 
classification.  MRC  may  deviate  from 
this  ratio  for  individual  projects,  pro- 
vided that  excessive  losses  in  some  in- 
stances are  balanced  by  reduced  losses 
in  others.  Neither  the  planning  commis- 
sion nor  MRC  can  afford  to  ignore  land- 
acquisition  costs  in  establishing  the  new 
city  plan.  On  the  other  hand,  they  will 
not  be  compelled  to  repeat  most  of  the 
mistakes  of  the  past  because  of  limitations 
imposed  by  the  present  price  structure. 

Maintaining  a  Constant  Vacancy  Ratio 

The  worst  financial  hazard  which  faces 
the  building  equity  owner,  the  mortgage 
lender,  and  even  the  municipality  (whose 
income  is  so  largely  derived  from  real 
estate)  is  the  sharp  increase  in  the  va- 
cancy ratio  which  occurs  as  a  result  of 
doubling  up  and  a  flight  of  part  of  the 
city  population  to  the  country  in  times 
of  depression.  As  a  measure  of  protection 
for  all  concerned,  the  MRC  will  have 
the  obligation  of  maintaining  a  relatively 
constant  vacancy  ratio  for  dwelling  units. 
If  URC  loans  and  grants  are  available 
on  a  sufficient  scale,  it  should  not  be 
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difficult  for  MRC  to  avoid  an  excessive 
supply  of  housing,  for  it  will  always  be 
possible  to  demolish  buildings  faster  than 
they  can  be  built. 

If  the  builders  and  the  mortgage  lend- 
ers were  given  the  protection  of  a  maxi- 
mum vacancy  ratio,  however,  it  is  possible 
that  new  construction  would  be  exces- 
sively stimulated.  Congress  might  be  un- 
willing to  authorize  URG  loans  and 
grants  on  the  scale  required  to  maintain 
a  balance  between  supply  and  demand 
when  the  supply  was  based  on  an  ex- 
cessive construction  rate.  It  is  for  this 
reason  that  I  have  suggested  in  the  previ- 
ous chapter  that  URC  should  have  the 
right  to  levy  a  tax  on  mortgages.  It  is 
quite  possible,  however,  that  an  exces- 
sive rate  of  construction  would  not  occur 
on  a  nationwide  basis  but  would  be  con- 
fined to  certain  cities.  It  may,  therefore, 
be  better  to  give  the  MRC  the  power  to 
levy  the  tax.  The  method  used  is  perhaps 
not  important,  but  a  simple  and  effective 
instrument  for  curbing  an  excessive  con- 
struction rate  is  a  necessity. 

Mortgage  Lending 

Under  normal  conditions  it  will  not 
be  necessary  for  MRC  to  finance  new 
construction.  In  periods  of  depression, 
however,  private  mortgage  money  may 
not  be  available  in  sufficient  quantity. 
The  simplest  way  to  meet  this  situation 
will  be  through  URC  loans  to  MRC  for 
the  purpose  of  financing  new  construc- 
tion. In  Chap.  19  I  shall  suggest  the 
form  that  MRC  lending  may  take.  For 
the  present  it  is  sufficient  to  state  that 
the  financing  of  new  construction  will 
be  one  of  the  important  functions  of 
MRC.  It  will  be  possible  to  maintain  the 
construction  within  predetermined  upper 
and  lower  limits  through  the  use  of  mort- 
gage taxation  and  URC  funds  for  mort- 
gage lending,  respectively.  The  MRC 
will  in  no  sense  be  displacing  private 
capital,  for  it  will  act  merely  in  the  ca- 
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pacity  of  temporary  mortgagee  until  pri- 
vate lenders  are  able  and  willing  to  buy 
the  mortgages. 

The  Public  Corporation 

The  functions  of  MRC  present  a  closer 
parallel  to  those  of  the  public  utility  than 
they  do  to  either  routine  government 
tasks  or  to  normal  private  business  enter- 
prise. The  public  utility  is  given  monopo- 
ly privileges  because  it  is  obviously  in 
the  general  interest  of  the  community  to 
have  one  telephone  system  or  one  electric 
power  company.  But  we  did  not  start 
with  monopolies;  we  accepted  them  when 
it  became  evident  that  they  could  be 
used  as  a  means  of  procuring  better  and 
cheaper  service.  In  order  to  curb  abuses 
resulting  from  the  public  acceptance  of 
monopoly,  the  public  utilities  were  re- 
quired to  accept  public  regulation  of  rates 
and  various  features  of  the  service  ren- 
dered. The  privately  owned  public  utility 
is  an  attempt  to  combine  the  advantages 
of  private  enterprise,  private  manage- 
ment, and  public  ownership.  The  public 
corporation  is,  likewise,  a  device  for  com- 
bining some  of  the  advantages  of  private 
enterprise  with  those  of  public  control. 

Until  quite  recently  we  were  not 
acutely  conscious  of  the  many  disadvan- 
tages of  our  system  of  urban  land  tenure. 
Now  that  our  attention  is  being  concen- 
trated on  arresting  urban  disintegration, 
however,  we  are  gradually  becoming 
aware  of  the  necessity  of  reassembling 
substantial  areas  of  land  under  one  own- 
ership in  order  to  permit  sound  redevel- 
opment. If  we  think  the  problem  through 
to  a  logical  conclusion,  we  shall  find  that 
the  same  arguments  that  led  us  to  re- 
assemble part  of  the  land  will  lead  us  to 
reassemble  all  the  land,  ultimately.  Ur- 
ban land  will  be  what  it  should  have 
been  in  the  first  place — a  monopoly  of 
the  city.  If  there  were  large  profits  to  be 
made  out  of  the  process  of  putting  to- 
gether the  various  pieces  in  this  gigantic 
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jigsaw  puzzle  we  might  entrust  the  task 
entirely  to  private  enterprise;  as  in  the 
case  of  the  telephone  company  and  the 
power  company,  we  could  give  the  green 
light  to  monopoly,  subject  to  suitable 
regulation. 

It  is  quite  obvious,  however,  that  large- 
scale  urban  land  assembly  will  not  be 
profitable.  We  may  be  quite  sure,  there- 
fore, that  private  enterprise  will  not  un- 
dertake the  task  without  huge  subsidies 
in  one  form  or  another.  I  believe  it  will 
be  found  that  the  cheapest  form  of  sub- 
sidy will  consist  of  direct  purchase  of  the 
land  by  the  municipality  through  low- 
interest  loans  and  public  grants.  This 
being  the  case,  we  are  led  logically  to 
conclude  that  the  municipality  will  create 
a  public  corporation  for  the  purpose  of 
owning  and  controlling  all  urban  land. 
The  public  corporation  could  be  largely 
self-regulating,  but  in  other  respects  it 
should  be  possible  to  secure  the  same 
degree  of  efficiency  that  we  find  in  the 
average  privately  owned  public  utility. 

The  job  of  managing  the  MRG  will 
call  for  sound  business  judgment  and 
executive  ability.  There  are  capable  men 
in  every  community  who  have  the  nec- 
essary qualifications,  but  they  will  not 
be  available,  as  a  rule,  unless  the  salary 
is  adequate  and  unless  the  appointee  is 
given  wide  power  to  perform  his  difficult 
task  efficiently.  It  should  be  obvious, 
furthermore,  that  the  job  cannot  be  con- 
sidered as  a  political  plum  to  reward  a 
faithful  henchman;  if  the  appointee  is 
performing  efficient  services  he  should  be 
entitled  to  reappointment  as  a  matter  of 
course.  When  reconstruction  is  in  full 
swing,  the  work  of  the  MRG  will  become 
the  most  important  single  local  business 
of  the  average  city.  The  manner  in 
which  it  performs  its  task  will  be  of  vital 
interest  to  property  owners,  businessmen, 
and  workers.  In  comparison  to  the  vast 
amounts  of  money  that  will  be  involved, 
the  salary  of  the  president  or  manager 


of  MRC  will  be  a  drop  in  the  bucket. 
It  should  be  possible,  therefore,  to  offer 
a  salary  that  will  be  a  sufficient  induce- 
ment to  the  most  competent  type  of 
executive. 

The  most  competent  man  for  the  job, 
however,  will  not  be  willing  to  accept 
the  responsibility  unless  he  is  given  ade- 
quate authority  to  deal  with  it.  If  the 
board  of  directors  exercises  great  care 
in  selecting  the  best  executive  officer,  its 
primary  responsibility  will  have  been  ful- 
filled; its  continuing  responsibility  will 
consist  more  of  evaluating  the  results 
achieved  by  its  appointee  than  of  devis- 
ing rules  for  his  guidance.  If  the  board 
of  directors  consists  of  outstanding  citi- 
zens, it  should  have  the  courage  of  recog- 
nizing its  mistake  if  its  original  choice 
has  been  unfortunate.  On  the  other  hand, 
if  it  is  convinced  of  the  ability  of  the 
original  appointee,  it  should  be  able  to 
resist  any  pressure  for  a  change  in  ad- 
ministration. If  we  have  the  will  to  create 
a  responsible  and  efficient  Municipal 
Realty  Corporation  and  if  we  fully  realize 
its  importance,  there  is  no  reason  to  doubt 
that  we  will  be  able  to  do  so.  Of  this  we 
may  be  sure:  the  potentialities  of  the 
undertaking  are  so  great  that  they  offer 
a  challenge  to  the  capacity  for  leadership 
of  those  men  who  have  both  business 
ability  and  a  civic  conscience. 

The  Public  Housing  Authority 

In  Chap.  11,1  suggested  that  it  would 
be  well  to  preserve  the  public  housing  au- 
thority even  though  it  did  not  undertake 
the  construction  of  new  projects.  The 
MRC  should  have  the  businessman's 
point  of  view  and  consider  the  results 
achieved  on  the  basis  of  meeting  its  fi- 
nancial obligations;  there  should  never 
be  any  question  concerning  its  financial 
solvency.  The  public  housing  authority, 
on  the  other  hand,  should  be  charged 
with  the  duty  of  studying  the  human 
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needs  for  housing.  It  could  compile  the 
data  that  the  MRG  and  private  enter- 
prise will  both  need  in  meeting  these 
needs,  periodic  surveys  of  available  dwell- 
ing units,  vacancies  in  various  classifica- 
tions, etc.  If  the  pursuit  of  profits  on  the 
part  of  private  enterprise  and  the  opera- 
tions of  MRG  are  insufficient  to  provide 
decent  housing  for  all  the  people,  it  should 
be  the  task  of  the  public  housing  authority 
to  present  the  facts  and  perhaps  awaken 
the  public  conscience  to  the  necessity 
for  remedial  measures.  Occupancy  and 
ownership  restrictions  should  be  filed  with 
the  housing  authority  so  that  they  may 
be  tabulated  and  so  that  their  effect  on 
the  available  supply  of  housing  may  be 
noted. 

The  subsidies  given  to  the  de-housed 
families  should  be  carefully  studied.  It 
may  be  that  the  community  will  not 
want  to  be  as  generous  as  the  housing 
authority  recommends  but  the  public 
should,  at  least,  have  the  facts  upon 
which  to  base  its  decisions.  In  any  event, 
the  authority  should  be  charged  with  the 
duty  of  enforcing  compliance  with  the 
single  requirement  concerning  the  use 
of  the  monthly  subsidy,  the  restriction 
against  doubling  up.  Or  it  may  suggest 
better  ways  of  meeting  the  needs  of  the 
de-housed  without  resorting  to  the  con- 
struction of  public  housing  or  income 
subsidies. 

The  public  housing  authority  should 
not  write  housing  codes  or  regulations. 
Essential  requirements  of  this  nature  are 
already  included  or  may  be  included  in 
the  building  regulations.  The  authority 
will  be  performing  a  far  more  useful 
service  if,  from  time  to  time,  it  publishes 
data  concerning  some  of  the  features  that 
it  deems  desirable  or  undesirable  and 
states  the  reasons  for  its  conclusions.  The 
architects  and  sponsors  of  new  projects 
will  not  be  hampered  by  excessive  and 
frequently  stupid  regulations;  through 
normal  competition  in  meeting  consumer 


needs,  however,  they  will  frequently 
achieve  better  results  than  the  code  writer 
could  have  prescribed.  The  bad  housing 
conditions  exist  almost  entirely  in  the 
old  buildings,  and  these  we  propose  to 
demolish  at  the  earliest  possible  moment. 

The  most  difficult  problems  of  urban 
land  control  will  arise  with  respect  to 
the  relocation  of  industry  and  business. 
How  shall  we  execute  that  portion  of 
the  master  plan  which  calls  for  a  shift 
in  the  location  of  an  industry  or  a  busi- 
ness center?  To  assume  that  we  must  not 
contemplate  such  radical  measures  is  to 
assume  that  we  must  not  make  any  es- 
sential changes  in  the  present  land-use 
pattern.  If  these  changes  are  not  made, 
however,  the  purposes  of  genuine  city 
planning  will  be  defeated  except  in  those 
rare  instances  where  the  present  plan  is 
essentially  good  and  needs  only  minor 
modifications.  Prior  to  the  advent  of  zon- 
ing the  land-use  pattern  was  not  static; 
there  was  a  constant  shifting  about  on 
the  part  of  business  enterprise  in  search 
of  strategic  locations  or  in  search  of  profits 
to  be  derived  from  successful  speculations 
in  land.  Zoning  has,  to  a  certain  extent, 
frozen  existing  land-use  patterns  that  had 
previously  developed  in  a  haphazard 
fashion.  Within  these  relatively  recent 
limitations,  however,  the  process  of  shift- 
ing business  and  industrial  centers  still 
takes  place.  Except  for  the  total  growth 
in  urban  population,  the  increases  in 
land  value  resulting  from  the  successful 
promotion  of  new  business  centers  are 
largely  offset  by  decreases  in  value  of 
older  commercial  areas. 

If  we  do  not  allow  ourselves  to  be 
frightened  by  the  cost  of  acquiring  exist- 
ing business  property,  it  should  not  be 
impossible  to  stimulate  the  existing  desire 
for  change  and  growth  and  to  direct  it 
into  channels  that  will  be  advantageous 
to  the  community.  The  controls  that 
will  be  required  need  not  hamper  private 
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enterprise  in  any  respect;  on  the  con- 
trary, they  will  help  businessmen  to  make 
changes  that  they  would  probably  like 
to  make  but  are  deterred  from  making 
because  a  large  part  of  their  capital  is 
tied  up  in  existing  factories,  stores,  and 
offices. 

When  the  basic  land-use  pattern  has 
been  established  as  a  part  of  the  master 
plan,  the  MRG  will  cooperate  with  pri- 
vate business  in  working  out  the  details 
so  that  the  new  plan  represents  a  goal 
that  is  desirable  to  businessmen  as  well 
as  to  the  community.  It  is  inevitable, 
however,  that  this  procedure  will  result 
in  the  destruction  of  existing  land  values 
as  well  as  existing  structures,  whenever 
there  is  a  shift  in  the  location  of  a  business 
center.  It  would  be  manifestly  unfair  to 
expect  businessmen  to  accept  this  loss. 
The  MRG  will,  therefore,  be  compelled 
to  purchase  business  and  industrial  prop- 
erty at  the  present  valuations.  The  in- 
crement in  the  land  values  in  the  new 
locations  will  permit  the  MRC  to  absorb 
the  losses  in  land  value  which  it  incurs 
as  a  result  of  buying  up  the  existing  busi- 
ness property.  The  businessmen  who  have 
sold  their  property  will  not  need  any 
cash  for  buying  land  in  a  new  location 
since  this  land  will  be  leased.  They  will 
thus  have  the  necessary  equity  capital 
to  finance  the  construction  of  the  new 
improvements.  The  new  buildings  will 
be  efficiently  planned  and  they  will  be 


built  in  a  suitable  location  served  by  all 
the  needed  forms  of  transportation.  The 
manufacturer  and  the  merchant  are  given 
every  incentive  to  do  their  share  in  the 
reconstruction  of  the  city  in  a  manner 
that  is  consistent  with  their  normal  search 
for  profits. 

The  principal  difficulty  that  the  MRG 
will  find  in  this  portion  of  its  task  will 
be  that  of  maintaining  scrupulous  im- 
partiality between  the  conflicting  claims 
of  various  private  interests.  In  order  to 
avoid  the  accusation  of  favoritism  in  the 
acquisition  of  property,  it  may  be  neces- 
sary to  resort  to  condemnation  proceed- 
ings more  frequently  than  in  the  case  of 
residential  property.  In  the  leasing  of 
new  commercial  property,  it  may  like- 
wise be  necessary  to  place  greater  stress 
on  public  bidding.  But  the  greatest  re- 
liance will  be  placed  on  the  reputation 
for  honest  and  fair  dealing  which  the 
capable  administrator  will  make  during 
the  first  years,  which  will  be  devoted  to 
the  reconstruction  of  the  blighted  resi- 
dential areas.  The  more  immediately 
pressing  task,  one  for  which  precedents 
are  more  readily  available,  is  the  pro- 
vision of  new  and  decently  planned  hous- 
ing to  replace  the  slums.  If  the  MRC  is 
able  to  solve  this  problem  effectively,  it 
will  be  gaining  the  experience  that  will 
permit  it  to  handle  the  entire  job  with 
confidence,  and  with  the  confidence  of 
the  community. 
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Chapter  18 

A  Technique  for  City  Planning 


How  shall  we  plan  the  new  city? 
How  shall  we  preserve  a  proper 
balance  between  the  rights  of 
the  community  and  the  rights  of  the 
individual?  How  may  we  give  a  talented 
city  planner  scope  for  his  creative  ability 
without  giving  him  excessive  power?  It 
will  be  rash  to  assume  that  these  ques- 
tions will  be  answered  satisfactorily  by 
the  average  city  planning  commission 
and  its  technical  staff  as  at  present  con- 
stituted. We  have  limited  the  functions 
of  the  city  planner  to  partial  solutions  of 
traffic  problems,  to  subdivision  require- 
ments, street,  sewer,  and  water-main 
planning,  etc.  This  is  not  a  sufficient 
background  of  training  and  experience 
for  designing  the  city  of  the  future  as  an 
adequately  functioning  organism.  We 
have  no  established  rules  for  this  kind 
of  planning  and  most  of  us  have  only  a 
very  hazy  idea  of  the  kind  of  city  we 
would  like  to  live  in. 

It  is  perhaps  fortunate  that  the  experts 
are  not  sufficiently  expert  to  undertake 
the  job  of  planning  the  new  city  in  space 
and  time,  for  they  would  then  develop 
a  complete  plan  in  their  own  drafting 
room  and,  convinced  of  its  "rightness," 
would  attempt  to  impose  this  plan  on 
the  public.  It  might  be  a  very  good 
design  and  yet  fail  to  secure  the  required 
approval;  it  would  then  be  merely  one 
more  piece  of  paper  to  be  filed  away  and 
forgotten.  But  even  if  the  plan  were  ac- 
cepted, it  is  probable  that  this  accept- 
ance would  not  be  based  on  understand- 
ing. Furthermore,  the  intelligent  citizen 
would  feel  that  he  had  been  cheated  out 
of  the  opportunity  of  participating  in  the 


community's  greatest  creative  effort  and 
that  he  had  been  reduced  to  functioning 
as  a  mere  rubber  stamp.  It  is  not  in  this 
fashion  that  we  shall  awaken  civic  en- 
thusiasm. On  the  other  hand,  it  is  quite 
obvious  that  the  new  city  plan  cannot 
be  designed  at  a  town  meeting.  We  must 
devise  a  procedure  that  is  based  on  the 
understanding  and  enthusiasm  of  a  great 
number  of  citizens  and  yet  will  permit 
the  actual  planning  to  be  the  work  of  an 
individual. 

Many  citizens  have  partial  qualifica- 
tions for  certain  phases  of  designing  the 
new  city.  The  architect  is  trained  to 
think  in  terms  of  functional  planning, 
and,  within  the  last  few  years,  an  in- 
creasing number  of  them  have  studied 
city  planning.  The  realtor  has  a  knowl- 
edge of  land  values  and  urban  growth. 
The  manufacturer  can  furnish  ideas  with 
respect  to  the  integration  of  industry  in 
the  city  plan,  and  the  merchant  can  do 
the  same  for  retail  and  wholesale  com- 
merce. The  engineers  for  the  various  pub- 
lic utilities  have  a  definite  contribution 
to  make.  The  list  could  be  expanded 
almost  indefinitely.  Any  citizen,  regard- 
less of  his  business,  trade,  or  profession, 
may  be  interested  in  the  new  city  plan. 
To  the  extent  that  he  is  interested,  he 
should  be  given  an  opportunity  to  ex- 
press himself.  The  expression  need  not 
take  the  form  of  a  ballot  or  of  a  speech  at 
a  public  meeting.  To  begin  with,  we 
shall  want  ideas,  and  the  man  with  ideas 
is  frequently  unable  to  make  a  speech; 
the  ballot  can  only  be  used  to  express  a 
choice  between  individuals  or  between 
ideas  previously  expressed.  Each  com- 
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munity  wall,  no  doubt,  devise  its  own 
methods.  Merely  to  illustrate  that  it  is 
possible  to  stimulate  public  interest  and 
participation  and  yet  retain  the  advan- 
tages of  individual  creative  effort,  I  sug- 
gest the  following  procedure  as  one  that 
could  be  used  in  large  cities: 

The  first  step  of  the  planning  com- 
mission will  be  one  of  education.  A  large 
number  of  citizens  will  be  invited  to  par- 
ticipate in  the  task  of  creating  the  new 
city  and  they  should,  as  a  first  step,  have 
the  opportunity  of  studying  the  problem. 
The  great  majority  will  be  relatively  in- 
different to  the  new  undertaking  and  will 
not  try  to  inform  themselves,  but  this  is 
no  reason  to  neglect  the  education  of 
those  who  are  interested.  We  are  accus- 
tomed to  reach  political  decisions  by  in- 
fluencing the  very  small  but  important 
element  known  as  the  independent  voters, 
and  this  is  a  recognized  form  of  demo- 
cratic procedure.  Those  who  are  not  suffi- 
ciently interested  to  take  the  trouble  to 
inform  themselves  will  have  small  reason 
to  complain  if  they  are  not  consulted.  By 
means  of  public  exhibitions  and  illus- 
trated leaflets — supplemented  by  suitable 
bibliographies  for  more  serious  students — 
every  citizen  will  have  the  opportunity  of 
understanding  what  is  meant  by  the  pro- 
gram to  rebuild  the  city.  Illustrated  lec- 
tures by  means  of  television  will  be  used 
both  to  inform  the  public  and  to  drama- 
tize some  of  the  possibilities.  Without 
leaving  his  home,  the  individual  citizen 
will  be  able  to  see  on  the  screen  what  is 
being  done  in  other  cities  and  to  have  the 
work  explained  to  him  by  those  who  are 
doing  the  job.  As  the  problems  are  shown 
to  him  in  his  own  home,  he  may  discuss 
them  far  more  profitably  than  he  could 
by  attending  a  public  meeting.  He  will 
find  that  before  the  city  planner  can  do 
his  work  effectively,  it  is  necessary  to 
determine  the  desires  and  the  ideas  of  the 
citizenry;  just  as  much  as  it  is  for  the 
architect,  for  instance,  to  study  the  needs 


and  discuss  the  desires  of  his  client  before 
he  undertakes  to  design  his  house. 

The  planning  commission  will  empha- 
size, both  by  photographs  and  drawings, 
the  importance  of  the  time  factor,  show- 
ing the  speed  at  which  developments  have 
taken  place  in  the  past  and  suggesting 
future  needs.  In  addition  to  projected 
plans  for  other  cities  of  similar  size,  it  will 
show  theoretical  plan  possibilities,  such 
as  the  internally  decentralized  planning 
of  Saarinen,  with  the  caution  that  these 
are  submitted  for  information  only.  Fi- 
nally, two  drawings  will  be  prepared;  one 
of  these  will  indicate  the  basic  existing 
street  pattern  and  the  more  essential  trans- 
portation lines;  the  other  will  show  no 
streets  but  will  indicate  the  essential  kinds 
of  existing  land  use — residential,  com- 
mercial, industrial,  etc.  These  drawings 
will  be  made  at  a  very  small  scale  and 
will  be  devoid  of  any  but  the  most  essen- 
tial features;  they  would  probably  not 
exceed  a  size  of  25  inches  square.  They 
will  be  printed  in  light  ink  on  a  good 
grade  of  paper  so  that  it  will  be  very 
simple — mechanically  speaking,  at  least 
— to  indicate  a  suggestion  for  a  proposed 
plan  with  a  heavy  black  pencil.  Each 
resident  of  the  community  will  have  the 
opportunity  of  indicating  his  idea  of  the 
basic  land-use  pattern  on  one  of  these 
drawings  and,  on  the  other,  the  type  of 
street  system  which  would  be  required. 
In  most  cases  this  submission  will  merely 
involve  the  selection  of  one  of  the  various 
suggestions  that  have  been  discussed  at 
the  beginning  of  the  program.  In  some 
cases,  however,  there  will  be  original 
ideas  that  may  be  of  great  value.  It  is 
important  to  stimulate  the  submission  of 
the  greatest  variety  of  ideas  at  this  stage. 
For  this  reason  the  contestants  need  not 
be  skilled  in  draftsmanship;  the  partici- 
pants are  not  being  asked  to  prepare  a 
working  drawing  but  to  indicate  by  means 
of  a  sketch,  rather  than  by  words,  the 
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FIGURE   1. 


I.  SCHEMATIC  LAND  USE 
PLAN  OF  TYPICAL 
AMERICAN  CITY 


II.  DECENTRALIZATION 
AUDNG  LINES  SUG- 
GESTED BY  SAARINEN 


T^T — P 


HI.  DECENTRALIZED 
RING   POP  BUSINESS 
INDUSTRY.  ETC. 


m 


IV.  NEUCLEI    OP  BUSINESS 
GROUPED  ALONG  A 
HIGH -SPEED 
CIRCULAR    HIGHWAY 
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FIGURE  2. 


I.  NEIGHBORHOOD   PLAN  BASED  ON  COMPLETELY 
INTEGRATED  COMMUNITY  WITH  CENTRAL 
BUSINESS,  INDUSTRIAL  AND  CIVIC  AREA 
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high-  speed 
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Central  business 
and  civic  area 


II.  NEIGHBORHOOD  PLAN   BASED  ON   PARTIAL 
DECENTRALIZATION   OF   BUSINESS 
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housing 
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basic  pattern  of  the  type  of  city  they 
would  like  to  live  in. 

Lest  the  reader  think  that  even  this 
simple  diagram  could  not  be  prepared 
by  a  layman,  I  have  illustrated  in  Fig.  1 
the  kind  of  thinking  that  should  be  done 
at  this  stage.  It  will  be  seen  that  any 
person  who  has  a  grade-school  education 
could  make  the  simple  drawings  that  are 
required.  In  I,  I  have  shown  diagram- 
matically  a  typical  American  city  in  which 
the  large  central  business  and  industrial 
area  and  scattered  areas  of  a  similar 
nature  are  shown  in  black.  The  white 
area  represents  parks,  and  the  dotted  area 
residential  sections.  In  II,  I  have  indi- 
cated by  similar  symbols  the  type  of  de- 
centralization advocated  by  Eliel  Saarinen 
in  his  book  The  City.  In  III,  I  have  indi- 
cated a  plan  somewhat  similar  to  that 
shown  for  Washington  in  Chap.  13,  and 
in  IV,  I  have  indicated  a  variation  of  this 
scheme.  In  Fig.  2  I  have  shown  a  further 
development  of  ideas  II  and  III  of 
Fig.  1. 

I  believe  that  almost  anyone  who  has 
ideas  will  be  able  to  present  them  graphi- 
cally in  the  simple  form  suggested.  But 
this  sketch,  at  the  option  of  the  partici- 
pant, could  be  supplemented  with  a  brief 
description  not  exceeding  500  words.  Sub- 
missions will  be  anonymous  but  accom- 
panied by  a  sealed  envelope  giving  the 
name  and  address  of  the  sender,  in  ac- 
cordance with  the  usual  rules  of  archi- 
tectural competitions. 

A  jury  will  be  appointed  consisting  of 
a  member  of  the  technical  staff  of  the 
planning  commission,  one  architect,  and 
one  city  planner  from  another  city.  This 
jury  will  review  the  drawings,  of  which 
there  may  be  several  thousand.  Depend- 
ing upon  the  number  and  merit  of  the 
submissions,  the  jury  will  give  from  twenty 
to  thirty  prizes  for  the  best  plans  and  will, 
in  addition,  award  from  ten  to  fifteen 
mentions.  The  cash  value  of  the  prizes 
need  not  be  very  large,  for  the  primary 
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appeal  should  be  to  civic  pride,  and  there 
will  be  very  little  effort  required  in  mak- 
ing the  first  submission.  The  prize  winners 
will  be  eligible  to  enter  a  second-stage 
competition  for  larger  stakes.  The  winners 
of  mentions  will  be  eligible  to  serve  as 
jurors  in  the  second  stage  of  the  competi- 
tion. The  prize-winning  and  honorable- 
mention  drawings  will  be  placed  on 
exhibition  and  will  be  publicized  by  tele- 
vision, with  comments  by  the  jury. 

A  detailed  program  will  be  prepared 
for  a  second-stage  competition.  Accurate 
data  will  be  furnished  to  the  competitors 
and  they  will  be  invited  to  furnish  more 
complete  drawings,  at  larger  scale,  show- 
ing a  use  map,  a  highway  map,  and  a 
public-transportation  map,  together  with 
a  few  details  of  the  more  salient  features. 
They  may  submit  written  statements  not 
exceeding  1,000  words.  They  will  have 
access  to  all  the  submissions  in  the  first 
competition,  from  which  they  will  be  able 
to  get  an  idea  concerning  popular  prefer- 
ences. Many  of  these  wants  may  be  con- 
flicting. As  skillful  designers,  it  will  be  the 
job  of  the  second-stage  competitors  to 
reconcile  some  of  these  conflicts  or  to  give 
proper  weight  to  them  in  the  compro- 
mises that  every  planner  must  make.  As 
in  the  first  stage,  submissions  will  be  made 
anonymously  and  a  jury  will  be  appointed 
consisting  of  the  city  planner  and  the 
honorable-mention  winners  of  the  first 
competition.  The  jury  will  award  three 
prizes  and  four  honorable  mentions.  The 
prize  winners  will  receive  substantial  cash 
awards  and  will  be  eligible  for  the  final- 
stage  competition.  The  recipients  of  hon- 
orable mentions  will  receive  a  small  cash 
award  and  serve  as  jurors  for  the  final 
stage.  The  prize-winning  and  honorable- 
mention  drawings  will  be  placed  on  exhi- 
bition and  fully  publicized. 

A  final  program  for  the  third  stage  of 
the  competition  is  now  prepared.  This 
program  will  require  a  series  of  drawings 
that  will  be  sufficient  to  illustrate  fully  all 
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the  essential  features  of  the  master  plan. 
The  competitors  will  be  required  to  do 
no  detailed  planning  but  to  suggest  a 
general  frame  of  reference  within  which 
it  will  be  possible  to  study  the  planning 
of  neighborhoods  in  an  orderly  and  logi- 
cal manner.  The  winner  of  the  final 
competition,  having  given  evidence  of  his 
skill  in  planning  and  creative  ability,  will 
be  selected  to  work  in  cooperation  with 
the  city  planner.  He  should  have  the 
major  responsibility  and  be  adequately 
compensated  for  performing  his  all-im- 
portant task.  It  is  probable,  however, 
that  he  will  be  deficient  in  administrative 
ability  and  detailed  technical  knowledge. 
The  official  city  planner,  on  the  other 
hand,  may  have  excellent  practical  and 
technical  qualifications  and  yet  be  entirely 
devoid  of  creative  ability.  By  properly 
restricting  each  man  to  the  functions  he 
is  best  able  to  perform,  there  will  be  no 
overlapping  of  responsibility  and  the  city 
will  be  able  to  secure  the  advantages  of 
a  plan  that  is  both  well  conceived  and 
well  executed. 

It  would,  of  course,  be  possible  to  make 
a  direct  selection  of  a  design  consultant 
to  the  city  planner  instead  of  basing  the 
selection  on  a  competition.  The  proba- 
bilities are,  however,  that  each  city  would 
then  seek  to  employ  the  expert  with  the 
greatest  national  reputation.  We  might 
find  that  a  few  of  these  alleged  authorities 
were  planning  all  the  principal  cities.  Let 
us  consider  the  facts:  First,  there  are  no 
experts  in  the  kind  of  city  planning  which 
is  here  envisaged.  Secondly,  successful 
city  planning  requires  long,  intimate,  and 
continuing  knowledge  of  the  city;  it  is  not 
something  to  be  dashed  off  as  a  result  of 
a  six-months'  survey  and  then  forgotten 
in  the  quest  of  another  job.  Thirdly,  the 
new  city  should  be  the  product  of  the 
best  local  talent,  not  because  of  a  narrow 
sectionalism  or  localism,  but  in  order  to 
stimulate  the  creative  ability  and  respon- 
siveness of  its  own  citizens.  In  small  cities, 
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of  course,  it  would  be  unreasonable  to 
depend  entirely  on  local  talent. 

There  are  many  instances  in  which 
standardization  is  convenient,  economi- 
cal, and  desirable.  In  many  manufactured 
articles  it  would  be  a  nuisance  to  have 
greater  variety  than  we  now  have.  But 
there  is  no  merit  in  standardizing  the 
pattern  of  our  cities.  This  is  a  field  in 
which  we  should  encourage  variety.  The 
citizens  of  each  community  should  direct 
the  growth  and  reconstruction  of  their 
city  in  a  manner  that  is  suited  to  local 
conditions  and  that  expresses  a  local  spirit. 
The  three-stage  competition  offers  the 
possibility  of  appealing  to  all  the  latent 
ability  in  the  city.  It  is  a  mistake  to  think 
that  the  special  skill  we  wish  to  find  is 
possessed  only  by  those  who  have  made 
a  name  for  themselves.  Men  of  genuine 
creative  ability  are  often  denied  oppor- 
tunity because  they  lack  the  more  usual 
qualities  that  permit  other  men  to  achieve 
success  on  the  basis  of  mediocre  talent. 

The  first  stage  of  the  competition  is 
intended  to  awaken  the  interest  of  the 
citizens.  Each  individual  resident  should 
be  made  to  feel  that  he  is  given  an  oppor- 
tunity to  prove  his  ability  to  design  the 
new  city.  Most  citizens  will  realize  that 
they  do  not  possess  the  necessary  qualifi- 
cations, but  there  will  probably  be  several 
thousand  who  will  make  a  submission  in 
the  first  stage.  Let  us  not  minimize  the 
significance  of  these  submissions.  Perhaps 
for  the  first  time  in  his  life  the  citizen  has 
been  asked  by  the  city  to  think  and  to 
express  his  own  ideas — instead  of  to  choose 
between  rival  politicians  or  to  vote  on  the 
acceptance  or  rejection  of  a  definitely 
formulated  idea,  as  in  a  referendum. 
There  will  be  many  thousands  who  will 
be  intrigued  by  this  new  procedure.  They 
may  not  enter  the  competition  but  they 
will  be  sufficiently  interested  to  learn 
what  the  planning  commission  is  attempt- 
ing to  do.  They  will  gain  some  under- 
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standing  of  the  problem  and  will  become 
interested  in  following  its  development. 
Those  who  participate  in  the  competition, 
even  though  they  are  among  those  who 
"also  ran,"  may  quite  properly  say  that 
they  have  helped  to  plan  the  new  city. 
For  the  ideas  which  they  have  submitted 
will  give  a  cross  section  of  popular  wishes 
that  no  other  method  could  have  pro- 
duced. The  making  of  the  simple  draw- 
ings required  will  have  taught  many  of 
them  how  to  use  a  scale  and  how  to 
appreciate  the  skill  with  which  others 
have  solved  their  problems.  They  will 
have  been  given  a  basis  for  understanding 
later  stages  of  the  competition  and  the 
final  development  of  the  master  plan.  To 
that  extent  their  lives  will  have  been 
enriched;  the  city  will  have  gained  be- 
cause the  perceptivity  of  its  citizens  has 
been  increased. 

The  first  stage  of  the  competitions  pro- 
vides a  fairly  wide-mesh  screen;  it  is  made 
as  simple  as  possible  in  order  to  en- 
courage wide  participation.  But  it  will 
have  served  the  purpose  of  concentrating 
attention  on  the  skill  of  a  limited  number 
of  competitors.  The  prize  winners  in  the 
first  stage  can  now  get  to  work  on  a  more 
professional  basis  in  the  second  stage. 
I  have  suggested  that  the  recipients  of 
honorable  mentions  be  made  cojurors 
with  the  city  planner.  The  purpose  is  only 
incidentally  that  of  rewarding  a  larger 
number  of  entrants  in  the  first  stage.  The 
principal  reason  is  that  these  jurors,  as  a 
result  of  the  thinking  that  they  did  in  the 
first  competition,  will  have  a  good  knowl- 
edge of  the  problem.  Their  average  ability 
is  only  slightly  less  than  that  of  the  prize 
winners  and  they  should  be  competent 
judges. 

The  final  is  merely  a  refinement  of  the 
second-stage  competition  and  the  proce- 
dure is  essentially  the  same.  It  should 
result  in  the  selection  of  one  of  the  best 
men  in  the  city  for  the  all-important  task 
of  developing  the  master  plan,  for  the 


purpose  of  the  competitions  has  been  to 
select  the  most  competent  man  for  the 
job  and  to  make  a  gradual  approach  to  a 
plan.  The  three  stages  of  the  competition 
will  give  the  public  a  chance  to  become 
acquainted  gradually  with  the  design  that 
is  selected  in  the  third  contest.  Every  one 
who  is  interested  will  feel  that  he  is  being 
kept  informed  concerning  the  progress 
that  is  being  made. 

The  real  business  of  planning  may  now 
begin.  Each  business,  labor,  professional, 
or  civic  group  will  have  the  opportunity 
to  appoint  one  or  more  representatives  to 
discuss  the  plan  with  the  city  planner  and 
the  prize  winner  or  planning  consultant. 
While  it  will  be  impossible  to  please 
everyone,  we  should  at  least  make  sure 
that  no  legitimate  criticisms  have  been 
ignored.  No  doubt  mistakes  will  be  made. 
But  the  very  mistakes  that  are  made  will 
guide  us.  For,  where  there  are  no  estab- 
lished guides,  we  learn  as  much  from  our 
failures  as  we  do  from  our  successes.  By 
the  constant  subjection  of  the  plan  to 
public  scrutiny  through  all  its  stages, 
however,  we  have  a  better  chance  of 
discovering  mistakes  when  they  can  still 
be  corrected  on  paper.  There  is  also  a 
better  chance  of  incorporating  brilliantly 
successful  ideas  that  might  otherwise  have 
been  overlooked.  With  patience,  time, 
and  good  will  we  shall  develop  a  plan 
based  on  the  creative  ability  of  a  skilled 
designer  who  has  met  the  needs  and 
desires  of  the  people  as  expressed  in  many 
different  ways  by  a  great  number  of 
interested  citizens.  We  shall  feel  that  the 
new  city  plan  is  not  something  that  is 
being  imposed  on  us  by  a  bureau  but 
something  that  represents  the  best  col- 
lective thought  of  the  community. 

Professional  planners  may  recoil  at  the 
thought  of  deliberately  inviting  such  wide- 
spread participation  on  the  part  of  a 
public  ignorant  of  the  elementary  princi- 
ples of  planning.  Much  the  same  argu- 
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ment  can  be  made  against  any  form  of 
democracy.  A  dictatorship  is  a  much  more 
efficient  form  of  government,  and  it  re- 
quired an  abounding  faith  on  the  part  of 
men  like  Jefferson  to  believe  that  the 
people  could  be  trusted  to  govern  them- 
selves. The  new  city  should  be  built  with 
the  aid  of  the  best  planners  we  can  find, 
but  not  for  the  planners.  Let  us  have 
sufficient  faith  in  the  people  to  give  them 
the  opportunity  of  expressing  their  ideas 
even  though  it  may  take  time  and  strain 
the  patience  of  the  professional  planners 
— even  though  the  final  result  is  not  as 
good,  in  professional  eyes,  as  the  product 
of  a  planning  bureau.  But  if  we  gradually 
awaken  civic  interest  and  understanding, 
it  will  be  possible  for  the  citizen  to  de- 
velop a  sense  of  civic  achievement  as  a 
result  of  participating  in  a  creative  effort. 
Mistakes  in  planning  can  be  corrected 
far  more  readily  than  the  mistake  of 
allowing  the  responsiveness  and  the  per- 
ceptivity of  the  citizen  to  atrophy  through 
disuse. 

The  master  plan  will  only  indicate  the 
principal  highways,  the  public-transpor- 
tation system,  and  the  general  land-use 
pattern.  Within  the  general  limitations 
thus  developed  there  should  be  maximum 
flexibility  for  the  detailed  planning  of 
each  neighborhood  or  specialized  section 
of  the  city.  It  may  be  desirable  to  allow 
the  neighborhoods  to  decide  whether  they, 
in  turn,  desire  to  choose  a  planner  for 
their  own  community  by  means  of  a 
competition  or  by  direct  selection.  In  any 
event  we  should  follow  the  method  of 
placing  the  primary  responsibility  for  de- 
sign in  the  hands  of  a  single  individual, 
while  providing  full  scope  for  the  expres- 
sion of  ideas  by  a  great  many  people.  We 
must  remember  that  the  planning  for 
redevelopment  areas  will  be  much  more 
complete  than  that  with  which  we  are 
now  familiar,  for  the  city  will  own  the 
land  and  can  establish  the  conditions 
under  which  it  will  be  leased.  The  master 


plan  will  have  established  the  general 
population  density  for  these  areas  and 
will  have  indicated  the  general  location 
of  business,  industrial,  residential,  and 
public  or  institutional  property.  A  de- 
tailed study  must  now  be  made,  based  on 
making  full  use  of  natural  advantages 
such  as  topography,  view,  wooded  areas, 
water  front,  etc.  Adequate  consideration 
must  be  given  to  the  existing  investment 
in  streets  and  utilities.  The  planning  must 
be  studied  from  the  all-important  point 
of  view  of  timing  the  reconstruction.  The 
general  disposition  of  buildings  will  be 
studied  in  relation  to  the  proposed  streets 
so  that  the  street  system  will  be  based  on 
definite  and  predetermined  needs  for  the 
type  of  buildings  most  suitable  because  of 
site  conditions. 

Our  present  zoning  outlines  on  the  map 
certain  boundaries  within  which  various 
restrictions  are  established;  but  these 
boundaries  have  been  established  in  order 
to  preserve  existing  property  values  and 
are  not  based  on  purposive  planning.  The 
map  may  indicate  zoning  that  permits  a 
twenty-story  apartment  house,  but  the 
new  improvement  may  consist  of  a  two- 
story  house  or  a  bungalow.  On  the  other 
hand,  the  physical  site  may  be  so  com- 
manding and  unique  as  to  suggest  and 
justify  a  twenty-story  building,  but  the 
zoning  map  may  indicate  that  the  new 
improvement  must  consist  of  a  detached 
one-family  house.  The  new  city  plan  for 
redevelopment  areas  will  not  be  based  on 
zoning  but  will  indicate  the  general  mass 
and  use  required  as  well  as  permitted  in 
order  to  develop  an  integrated  design 
that  makes  full  use  of  site  advantages.  The 
general  mass  of  the  buildings  will  become 
a  part  of  the  study  for  the  neighborhood 
plan;  it  is  only  in  this  fashion  that  we 
shall  be  able  to  produce  the  studied  rela- 
tionship between  buildings  and  site  and 
between  the  various  buildings  in  the  same 
general  area  that  will  satisfy  our  sense  of 
order  and  fitness. 
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The  development  of  an  over-all  design 
for  the  entire  neighborhood,  which  will 
call  for  a  high  degree  of  architectural 
skill,  is  properly  the  function  of  an  archi- 
tect. It  is  quite  obvious  that  the  re- 
quirements of  this  design  will  have  a 
pronounced  effect  on  the  rental  value  of 
the  land.  It  will,  therefore,  be  necessary  to 
establish  the  general  design  before  the 
land  is  leased.  This  will  not  necessarily 
place  excessive  restrictions  on  the  archi- 
tects of  individual  buildings  or  groups  of 
buildings.  The  general  arrangement  indi- 
cated by  the  neighborhood  planner  can 
be  modified  if  the  architect  for  an  indi- 
vidual project  is  capable  of  devising  a 
better  arrangement  which,  though  differ- 
ing from  that  shown,  is  not  inconsistent 
with  the  basic  plan.  It  should,  therefore, 
be  possible  to  consider  the  neighborhood 
plan  as  a  minimum  requirement  that 
will  be  invoked  and  rigidly  enforced  only 
in  case  the  sponsor  of  a  project  is  unable 
to  suggest  any  improvement.  We  shall 
find,  in  effect,  that  the  sponsors  of  new 
projects  are  given  an  incentive  to  do 
better  than  the  rental  agreement  requires, 
whereas  existing  incentives  usually  en- 
courage the  promoter  to  seek  clever  meth- 
ods of  complying  with  the  letter  of  the 
regulation  while  evading  its  spirit. 

If  the  neighborhood  unit  is  small,  con- 
trol of  the  design  of  buildings  as  well  as 
their  general  mass  and  disposition  may 
be  justified.  The  objections  that  I  have 
cited  in  Chap.  12  against  a  general  con- 
trol of  architectural  design  do  not  apply 
to  relatively  small  areas.  In  a  develop- 
ment covering  a  city  block  and  containing 
fifty  buildings  in  a  single  project,  we 
would  not  expect  an  owner  to  produce  an 
incongrous  mixture  of  Colonial,  Spanish, 
Tudor  English,  and  Modern  architecture. 
Will  it  not  be  equally  displeasing  to  our 
sense  of  fitness  if  the  neighborhood  con- 
sists of  fairly  large  units  that  are  con- 
sistent within  their  own  property  lines 
but  inharmonious  with  their  immediate 


neighbors  on  either  side?  We  may,  there- 
fore, require  that  the  architectural  design 
of  a  building  in  a  redevelopment  area  be 
subject  to  the  approval  of  the  architect 
for  the  neighborhood.  No  one  will  have 
a  more  vital  interest  than  he  in  protecting 
the  essential  elements  of  the  over-all  de- 
sign. Furthermore,  since  each  neighbor- 
hood might  select  its  own  planner,  the 
plans  for  these  neighborhoods  would  not 
all  be  the  work  of  one  man.  There  would, 
therefore,  be  room  for  a  variety  of  tastes 
within  the  city  and  yet  we  should  have 
a  satisfying  sense  of  unity  within  the 
range  of  the  observer's  eyesight  from  any 
one  vantage  point.  Within  the  same  city, 
architect,  owner,  and  tenant  would  have 
the  opportunity  of  satisfying  his  own 
aesthetic  predilections  without  creating 
architectural  chaos.  Even  the  advocates 
of  freedom  to  the  point  of  license  could 
be  satisfied  because  the  feature  of  archi- 
tectural control  need  not  be  applied  in 
all  neighborhoods.  Within  these  limita- 
tions, there  is  much  to  be  said  for  pa- 
tiently seeking  a  way  to  produce  a 
harmony  of  creative  effort  without  placing 
unnecessary  restrictions  on  the  designer. 
The  reconstruction  of  the  city  should 
be  based  on  preserving  a  carefully 
thought-out  balance  between  the  rights 
of  the  community  and  the  rights  of  the 
individual.  I  have,  therefore,  suggested 
as  a  first  step  the  development  of  a  master 
plan  that  would  merely  establish  the  over- 
all pattern  of  land  use,  highways,  and 
public  transportation.  No  feature  should 
be  included  in  the  master  plan  that  can 
reasonably  be  left  for  determination  by 
the  neighborhood  planner.  The  restric- 
tions established  by  the  entire  city  are 
reduced  to  the  barest  minimum  consistent 
with  the  orderly  and  efficient  functioning 
of  the  entire  urban  area.  Furthermore, 
the  master  plan  has  been  based  on  a 
collaborative  effort  of  all  the  interested 
citizens,  each  contributing  within  the 
measure  of  his  own  special  abilities. 
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The  scope  of  planning  is  reduced  as 
quickly  as  practicable  to  the  more  man- 
ageable unit  of  the  neighborhood.  This 
will  permit  a  great  variety  in  detailed 
development,  and  the  forms  of  public 
control  may  be  varied  to  suit  special  con- 
ditions. The  smaller  planning  unit  will 
permit  the  participation  of  many  citizens 
who  did  not  have  a  sufficient  grasp  of  the 
larger  planning  problem  but  are  able  to 
understand  and  express  their  own  neigh- 
borhood requirements.  The  restrictions 
placed  on  the  individual  owner  and  archi- 
tect within  the  redevelopment  areas  will 


be  entirely  different  from  those  which 
now  prevail,  but  they  will  certainly  be 
no  more  onerous.  The  conditions  estab- 
lished by  the  terms  of  the  lease  for  the 
land  will  scarcely  trouble  the  owner  or 
promoter  of  a  project  since  he  will  con- 
sider the  effect  of  these  conditions  in  sub- 
mitting his  bid.  The  requirements  should 
be  cheerfully  accepted  by  the  architect, 
for  he  will  understand  their  purpose  and 
necessity;  he  will  find  in  them  stimulation 
rather  than  a  restraining  influence  on  his 
creative  ability. 
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Chapter  19 

Building  for  Profit 


WHY  do  we  build?  Generally  speak- 
ing, the  buildings  of  the  modern 
city  are  not  erected  for  the 
purpose  of  providing  various  forms  of  con- 
venient and  comfortable  shelter;  the  pri- 
mary purpose  is  that  of  providing  a  profit 
for  the  promoter.  In  this  respect,  build- 
ings do  not  differ  from  most  of  the  ma- 
terial things  we  produce.  The  needs  of 
the  people  are  not  the  direct  driving  force 
that  results  in  production;  the  powerful 
mainspring  is  the  ceaseless  search  for 
profits.  Human  wants  are  not  necessarily 
neglected  because  they  do  not  constitute 
the  primary  stimulus  to  action.  On  the 
contrary,  the  quest  for  material  gain 
normally  results  in  a  widespread  study  of 
human  needs  and  desires  on  the  part  of  a 
multitude  of  profit  seekers  in  a  persistent 
effort  to  satisfy  these  wants  in  various 
ways.  A  large  part  of  our  astounding  ma- 
terial progress  is  due  to  the  competition 
of  ideas  and  the  acceptance  of  risks  en- 
gendered by  the  competition  for  profits. 
We  usually  find  that  our  wants  are  satis- 
fied more  completely  as  an  indirect  by- 
product of  production  for  profit  than 
they  would  be  as  a  direct  result  of  pro- 
duction for  use. 

It  must  be  admitted,  however,  that  the 
operation  of  the  profit  system  has  not 
resulted  in  meeting  the  human  needs  for 
decent  housing.  We  have,  therefore,  been 
led  to  try  the  experiment  of  public  hous- 
ing for  families  in  the  lowest  income 
groups.  Unless  we  tackle  the  problem 
with  more  imagination  than  we  have 
heretofore  displayed,  it  is  probable  that 
we  shall  not  merely  continue  public  hous- 
ing, but  that  we  shall  extend  its  scope 
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until  it  includes  all  but  the  luxury  groups. 
It  is  only  by  making  public  housing  avail- 
able to  all,  as  public  schools  are  available 
to  all,  that  we  shall  overcome  some  of  its 
inconsistencies.  This  end  result  would  not 
be  as  deplorable  as  the  horrible  picture 
with  which  the  operative  builders  try  to 
frighten  us.  A  very  good  case  can  be 
made  for  a  program  of  public  housing 
available  to  families  of  all  income  groups. 
It  is  unlikely,  however,  that  such  a  solu- 
tion will  be  accepted  by  the  American 
public  as  a  result  of  deliberate  choice;  we 
shall  accept  it  only  as  a  result  of  our 
inability  to  devise  suitable  modifications 
in  the  operation  of  the  profit  system  as 
applied  to  the  building  industry. 

The  measures  that  have  been  discussed 
in  previous  chapters  will  permit  us  to 
rebuild  our  cities  on  the  basis  of  adequate 
planning  and  the  systematic  destruction 
of  the  unwanted  product  of  past  gener- 
ations. We  know  that  we  have  an  abun- 
dance of  men,  materials,  and  capital  with 
which  to  do  the  job.  If,  however,  we  wish 
private  enterprise  to  function  effectively 
in  rebuilding  the  city,  it  will  be  necessary 
to  provide  a  financial  mechanism  that 
applies  the  necessary  stimulants  to  capital. 
If  we  wish  to  make  sure  of  an  adequate 
volume  of  building  construction,  we  must 
make  sure  of  an  adequate  supply  of  both 
mortgage  and  equity  capital.  One  of  these 
forms  of  capital  will  be  quite  useless, 
alone,  unless  its  scope  is  increased  so  as 
to  displace  the  other  entirely. 

Many  of  the  suggestions  made  for  im- 
proving methods  of  mortgage  financing 
are  characterized  by  a  lack  of  realism. 
This  is  probably  due  to  the  unwillingness 
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of  "practical"  men  to  admit  the  large 
part  which  overvaluation  and  deception 
have  played  in  the  financing  of  new  con- 
struction. Mortgage  lenders,  builders,  and 
promoters  are  not  less  honest  than  other 
businessmen;  they  are  victims  of  a  system 
that  is  probably  repugnant  to  many  of 
them.  As  practical  men,  their  tendency 
is  to  accept  things  as  they  are,  however, 
rather  than  to  seek  means  of  improving 
the  system.  When  they  do  suggest  im- 
provements, these  are  superficial  and  in- 
effective because  they  are  not  based  on  a 
candid  statement  of  facts. 

The  increase  in  the  loan  ratio1  from 
65  to  80  per  cent  in  the  case  of  large-scale 
FHA  rental  housing  projects,  for  instance, 
did  not  liberalize  lending;  private  lending 
practice  for  this  type  of  project,  although 
ostensibly  based  on  a  ratio  of  60  or  65  per 
cent  of  the  appraisal,  usually  enabled  the 
promoter  to  borrow,  on  a  first  mortgage, 
from  90  to  100  per  cent  of  the  total  cost 
of  the  land  and  buildings,  including  carry- 
ing charges.  It  should  have  been  obvious 
to  the  framers  of  the  FHA  legislation  that 
government  officials  could  not  make  the 
excessive  appraisals  on  which  private 
lending  was  based  and  that  the  new  law 
would,  therefore,  result  in  a  mere  trickle 
of  new  construction.  And  this  is  exactly 
what  happened.  During  the  first  two 
years  the  FHA  based  its  appraisals  of 
land  on  the  capitalized  rather  than  the 
market  value;  as  a  result,  the  amount  of 
the  mortgage  was  sufficient  to  allow  a 
very  small  number  of  projects  to  be  built. 
Then  the  basis  for  land  appraisals  was 
changed  from  capitalized  value  to  market 
value  and  the  thin  stream  of  large-scale 
FHA  rental  housing  construction  dried 
up  almost  entirely. 

The  success  of  the  FHA  is  due  entirely 
to  mortgage  insurance  for  small  homes  in 
which  the  maximum  loan  ratio,  placed 
at  80  per  cent  in  the  original  legislation, 

1  The  loan  ratio  is  the  ratio  which  the  mortgage 
bears  to  the  appraised  valuation. 


was  later  increased  to  90  and  even  to 
95  per  cent  for  certain  classes  of  property. 
FHA  mortgage  insurance  of  rental  hous- 
ing, on  the  other  hand,  has  been  a  dismal 
failure  if  we  measure  its  success  in  terms 
of  volume  of  construction.  Since  more 
than  half  of  all  urban  families  do  not  own 
their  homes,  the  FHA  has  failed  in  the 
larger  part  of  its  task.  Perhaps  the  sim- 
plest way  to  remedy  this  situation  would 
be  to  increase  the  maximum  loan  ratio 
for  rental  housing  to  90,  95,  or  even  100 
per  cent.  This  would  be  better  than  our 
present  procedure  because  it  would  per- 
mit the  stimulation  of  any  construction 
rate  that  conditions  required.  An  increase 
in  the  loan  ratio,  however,  would  auto- 
matically decrease  the  financial  stake  of 
the  sponsor  and  increase  his  present  tend- 
ency to  undertake  each  new  project  as  a 
speculation  rather  than  as  an  investment. 
The  increased  risk  to  the  mortgagee  would 
also  require  the  indefinite  continuation 
of  the  government  guarantee  of  FHA 
debentures. 

A  more  promising  proposal  is  that  of 
"yield  insurance,"  which  is  based  on  fi- 
nancing the  entire  project  with  equity 
capital  rather  than  a  combination  of 
mortgage  and  equity  capital.  Under  this 
scheme,  the  Federal  lending  agency  would 
insure  a  minimum  yield,  usually  stated 
to  be  2  or  2^  per  cent,  on  the  entire 
investment.  This  procedure  would  permit 
large  lending  institutions,  primarily  life- 
insurance  companies,  to  make  direct  in- 
vestments in  rental  housing  projects  which 
would  be  designed  with  an  expected  net 
income  of  about  5  per  cent.  Under  the 
worst  conditions  the  insurance  company 
would  have  an  income  equivalent  to  that 
on  government  bonds,  yet  under  normal 
conditions  it  would  enjoy  a  relatively 
high  yield  ranging  from  4  to  5  per  cent. 
One  of  the  disadvantages  of  this  scheme 
is  that  it  tends  to  centralize  control  in  the 
home  offices  of  the  big  insurance  com- 
panies, which  are,  practically  speaking, 
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the  only  lending  institutions  for  which 
yield  insurance  is  attractive.  And  central- 
ized control  on  the  part  of  large  corpo- 
rations may  be  even  more  objectionable 
to  local  interests  than  centralized  Federal 
control.  When  the  Metropolitan  Life  In- 
surance Company  built  the  huge  Park- 
Fairfax  project  in  Arlington,  Virginia, 
for  instance,  it  was  natural  that  they 
would  select  a  New  York  architect  and  a 
New  York  builder.1  An  isolated  case  of 
this  kind  is  not  objectionable,  but  it  is  not 
calculated  to  stimulate  much  local  en- 
thusiasm if  it  becomes  accepted  as  a 
regular  pattern. 

Another  objection  to  yield  insurance  is 
that  it  does  not  furnish  an  effective  outlet 
for  savings  invested  in  building  and  loan 
associations  and  savings  banks  or  for  di- 
rect investments  in  mortgages  on  the  part 
of  individuals.  The  most  serious  objec- 
tion to  yield  insurance,  however,  is  that 
it  does  not  afford  the  means  of  controlling 
the  volume  of  construction;  in  a  period 
of  depression,  when  building  should  be 
stimulated,  life-insurance  companies  will 
find  a  much  more  attractive,  as  well  as 
compulsory,  form  of  investment  in  loans 
to  policyholders.  Even  in  periods  of  rela- 
tive prosperity  it  may  be  questioned 
whether  the  volume  of  new  rental  housing 
should  be  at  the  mercy  of  the  investment 
policies  of  the  insurance  companies. 

Instead  of  insuring  either  the  yield  or 
the  mortgage,  it  will  be  desirable  to 
search  for  a  procedure  that  effectively 
meets  the  needs  of  the  borrower,  the 
lender,  and  the  public.  If  these  needs  can 
be  met  satisfactorily  there  will  be  no 
necessity  for  mortgage  or  yield  insurance, 
since  each  one  of  these  three  partners 
will  be  anxious  to  play  his  appointed  part 
out  of  pure  self-interest — a  powerful  driv- 
ing force  that  can  be  relied  on  at  all 
times.  As  a  first  step,  let  us  determine  the 

1  The  Park-Fairfax  project  was  not,  of  course, 
based  on  yield  insurance  financing.  This  type  of 
financing  is  at  present  only  in  the  proposal  stage. 
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more  essential  functions  that  our  pro- 
posed financial  mechanism  should  per- 
form. We  may  list  them  as  follows: 

1 .  It  should  furnish  an  adequately  large  and 

safe  outlet  for  the  funds  that  private 
financial  institutions  and  individuals 
desire  to  invest  in  the  form  of  mortgages. 

2.  It  should  produce  a  sufficient  volume  of 

equity  capital  to  permit  a  loan  ratio  that 
provides  safety  for  the  mortgage  and 
justifies  a  reasonably  low  interest  rate 
without  the  necessity  of  mortgage  in- 
surance. 

3.  It  should  permit  increasing  the  volume  of 

new  construction  to  any  extent  desired 
in  order  to  stimulate  the  economy. 

4.  If   the    participation    of   the    municipal, 

state,  or  Federal  government  is  required 
in  any  stage  of  financing,  the  risk  should 
be  reduced  to  the  minimum  consistent 
with  maintaining  the  desired  rate  of 
construction. 

5.  There   must   be   completely   honest   ap- 

praisals. Both  borrower  and  lender  must 
be  able  to  call  a  spade  a  spade. 

6.  There  must  be  a  community  rather  than 

a  conflict  of  interests  between  the  parti- 
cipants in  the  undertaking. 

It  is  probable  that  we  shall  have  to 
make  more  than  one  trial  in  devising  a 
financial  mechanism  that  meets  all  the 
above  requirements.  For  this  reason,  as 
well  as  because  administration  is  more 
direct  at  the  local  level,  I  have  suggested 
in  previous  chapters  that  the  public  par- 
ticipation be  through  the  MRG  rather 
than  through  URG.  This  will  make  pos- 
sible a  number  of  different  approaches, 
and  cities  may  profit  from  each  other's 
experience.  It  is  also  probable  that  differ- 
ent kinds  of  structures  (commercial,  insti- 
tutional, etc.)  will  require  different 
methods.  As  an  illustration  of  one  form 
of  financial  mechanism  that  would  in- 
volve the  collaboration  of  URC  and 
MRC,  I  submit  the  following  procedure 
for  financing  large-scale,  privately  owned, 
rental  housing  projects: 
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In  order  to  furnish  a  safe  outlet  for 
the  funds  of  private  financial  institutions, 
MRC  will  limit  the  loan  ratio  to  65  per 
cent  of  an  honestly  and  accurately  deter- 
mined appraisal  based  on  the  capitaliza- 
tion of  net  income.  The  physical  valuation 
is  the  most  involved  and  time-consuming 
part  of  present  loan  negotiations  but  it 
adds  little,  if  any,  to  the  safety  of  the 
mortgage.  The  true  measure  of  protection 
is  given  by  a  careful  appraisal  of  net 
income.   There  should   be  no   question 
concerning  the  safety  of  a  mortgage  that 
is  based  on  65  per  cent  of  the  capitalized 
value  of  a  conservatively  appraised  net 
income.  Private  financial  institutions  will 
be  anxious  to  buy  this  type  of  mortgage 
without  requiring  mortgage  insurance.  If, 
for  any  reason,  they  are  reluctant  to  lend 
under  these  conditions,  they  will  have 
little  cause  for  legitimate  complaint  if  the 
MRC  should  become  the  mortgagee.  Dur- 
ing the  first  year  or  two  of  FHA  oper- 
ations many  of  the  insurance  companies 
would  not  lend  on  the  basis  of  FHA 
mortgages   for   rental   housing  projects. 
The  RFC  then  made  some  of  these  loans, 
whereupon  the  insurance  companies  fell 
into  step;  in  some  cases  they  paid  a  pre- 
mium when  they  later  bought  RFC  mort- 
gages on  FHA  projects.  This  precedent 
can  be  followed  by  MRC.  The  mortgages 
will  be  based  on  a  rate  of  interest  equal 
to  the  current  rate  for  private  loans  and 
will  be  ample  security  for  loans  from 
URC.  Indeed,  MRC  will  make  a  sub- 
stantial profit,   which  will   cover  losses 
that  may  be  incurred  in  other  operations. 
The  mortgages  will,  however,  always  be 
suitable  investments  for  private  lending 
institutions  whenever  the  latter  desire  to 
purchase  them. 

In  normal  times  it  is  likely  that  private 
lenders  will  have  ample  capital  that  they 
will  be  desirous  of  lending  on  MRC- 
approved  mortgages.  There  will  then  be 


no  necessity  for  MRC  acting  as  mortga- 
gee. In  periods  of  depression,  however, 
lending  institutions  will  generally  desire 
to  retain  their  liquid  assets  and  reduce 
the  volume  of  long-term  lending  oper- 
ations. Since  mortgage  lending  should 
reach  its  peak  in  periods  of  depression, 
MRC  will  undertake  a  large  volume  of 
mortgage  lending  at  such  times.  These 
same  loans  will  be  bought  at  not  less  than 
par  by  the  private  lending  institutions 
whenever  they  desire  to  reenter  the  mort- 
gage market.  This  is  a  form  of  partner- 
ship between  capital  and  government 
that  fully  recognizes  the  need  for  invest- 
ment in  mortgages  on  the  part  of  some 
of  our  large  private  lending  institutions 
and  yet  does  not  allow  that  need  to 
strangle  the  whole  economy. 

Equity  Capital 

It  will  not  be  quite  as  easy  or  as  safe 
to  develop  a  similar  form  of  partnership 
with  respect  to  equity  financing,  but  it 
will  not  be  impossible  if  we  are  prepared 
to  face  facts.  The  most  important  fact  to 
recognize  is  that  most  developers  have 
very  little  capital;  if  they  allow  it  to  be 
frozen  in  equity  financing  their  oper- 
ations will  be  limited  to  a  few  projects. 
On  the  other  hand,  we  have  increased 
the  equity  requirements  as  a  result  of 
decreasing  the  loan  ratio.  How  are  we  to 
escape  from  this  dilemma? 

It  will  be  unrealistic  to  expect  any  sub- 
stantial participation  on  the  part  of  the 
general  public  in  the  equity  financing  of 
projects  during  the  early  years  of  the 
program.  Later  on,  when  the  procedure 
has  been  tested  by  time,  it  is  probable 
that  substantial  amounts  of  private  equity 
capital  will  become  available.  We  must 
remember  that  the  investing  public  still 
has  painful  memories  of  the  fleecing  to 
which  it  was  subjected  by  the  mortgage 
bond  companies  in  predepression  days. 
Investors  are  not  apt  to  be  enthusiastic 
about  buying  common  stock  in  a  housing 
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corporation  when  they  remember  their 
experience  with  "gold-bond  first  mort- 
gages." The  financial  plan  we  are  con- 
templating, however,  will  be  based  on 
the  maintenance  of  a  constant  vacancy 
ratio,  as  described  in  preceding  chapters. 
In  addition,  the  financing  will  be  based 
on  long-term  amortized  loans  and  steadily 
decreasing  tax  assessments,  which  will 
permit  a  constant  decrease  in  rentals  with- 
out impairing  the  position  of  either  the 
mortgagee  or  the  common-stock  owners. 
Finally,  the  financing  will  be  based  on 
honest  appraisals,  which  present  a  true 
picture  of  the  risks  involved  as  well  as 
the  profits  that  are  anticipated;  the  MRG 
will  not  insure  mortgages  or  guarantee 
profits,  but  its  appraisals  will  inspire  con- 
fidence in  lenders  as  well  as  equity  owners. 
The  reduction  in  the  loan  ratio,  together 
with  the  measures  that  have  been  dis- 
cussed in  previous  chapters,  will  offer 
sufficient  protection  to  the  equity  owners 
to  justify  the  confidence  of  investors  when 
the  financial  mechanism  has  been  in  op- 
eration for  a  few  years.  In  the  meantime, 
however,  we  should  face  the  fact  that 
the  public  will  not  immediately  make 
substantial  investments  in  building  equi- 
ties and  that  the  builders,  generally 
speaking,  cannot  do  so  even  if  they  want 
to.  We  must  also  realize  that  participa- 
tion in  equity  financing  by  landowners, 
a  fairly  frequent  source  for  such  capital 
at  present,  will  be  unavailable  in  the  case 
of  redevelopment  projects. 

If  we  face  the  issue  squarely  we  shall 
find  that,  once  the  loan  ratio  has  been 
reduced  to  a  conservative  amount,  there 
is  only  one  way  in  which  we  may  secure 
a  volume  of  rental  housing  construction 
sufficient  to  meet  the  needs  of  the  econ- 
omy— the  MRG  must  be  prepared  to 
participate  in  equity  financing  to  what- 
ever extent  may  be  required  to  produce 
the  desired  amount  of  stimulation.  This 
will  obviously  entail  more  risk  than  mort- 
gage lending,  but  the  risk  will  be  far  less 
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than  would  appear  at  first  blush.  The 
very  fact  that  the  conditions  of  equity 
ownership  have  been  improved  in  the 
effort  to  develop  a  sound,  if  somewhat 
venturesome,  form  of  investment  for  pri- 
vate investors  will  make  it  a  sound  form 
of  public  investment,  provided  that  the 
return  is  made  commensurate  with  the 
risk,  so  that  losses  in  unsuccessful  projects 
may  be  balanced  by  larger  profits  in  the 
successful  undertakings.  Furthermore, 
once  we  take  the  logical  step  of  public 
participation  in  equity  financing,  we  shall 
find  it  possible  to  devise  substantial  in- 
ducements that  will  stimulate  builders 
and  private  investors  to  take  an  increas- 
ingly large  share  of  the  equity  in  order 
to  increase  their  gains. 

MRC  Equity  Participation 

The  larger  the  project,  the  more  diffi- 
cult it  is  for  private  capital  to  meet  equity 
requirements  above  a  65  per  cent  mort- 
gage; yet  these  large  projects  are  precisely 
the  ones  which,  through  economies  in 
first  cost  and  operation,  are  most  likely 
to  be  successful.  The  MRC  should  not 
establish  such  stringent  requirements  as 
to  limit  the  sponsorship  of  new  projects 
to  the  very  small  number  of  large  firms 
that  may  be  able  to  supply  an  appreciable 
portion  of  the  equity  requirements.  The 
real  safety  of  these  large  projects  lies  in 
the  intelligence  with  which  they  are  con- 
ceived, designed,  constructed,  and  op- 
erated— and  large  firms  by  no  means 
have  a  monopoly  of  these  qualifications. 
There  will  be  much  greater  safety  for 
the  MRC  as  part  equity  owner  if  a  great 
number  of  proposals  are  submitted  so 
that  a  selection  can  be  made  on  the  basis 
of  the  intrinsic  merit  of  the  project.  Such 
a  procedure  will  promote  a  competition 
in  the  skill  with  which  projects  are  con- 
ceived and  executed  instead  of  the  compe- 
tition in  financial  craftiness  and  deception 
on  which  so  much  of  our  present  financing 
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is  based.  The  sole  financial  requirement 
that  need  be  made  by  MRC  is  that  the 
sponsor  must  be  able  to  secure  a  bond, 
which  will  insure  the  completion  of  the 
building  within  the  total  funds  provided 
by  the  mortgage  and  equity  capital.  Un- 
der these  conditions  MRG  will  be  able 
to  make  a  careful  selection  based  on  a 
large  number  of  submissions  and  choose 
those  projects  that  involve  the  least  risk 
for  all  concerned.  We  shall  thus  be  satis- 
fying point  6  in  our  list  of  requirements: 
the  mortgagee,  the  equity  owner,  and 
the  public,  as  participants  in  the  financ- 
ing, all  have  a  vital  interest  in  the  sound- 
ness of  the  undertaking.  All  the  facts  are 
available  to  all  three  parties  and  there  is 
no  need  for  any  of  the  three  to  gain  a 
special  advantage  at  the  expense  of  the 
other  two.  Any  applicant  whose  submis- 
sion is  disapproved  need  merely  try  again 
with  a  more  worthy  project  that  has  a 
better  chance  of  earning  a  fair  profit. 

The  procedure  for  MRC  participa- 
tion in  equity  financing  can  be  relatively 
simple  and  yet  produce  the  maximum 
investment  which  it  is  practicable  to  ob- 
tain on  the  part  of  private  capital.  MRG 
will  require  the  sponsor  to  form  a  de- 
velopment corporation,  with  dividends 
limited  to  6  per  cent  and  a  par-value 
preferred-stock  issue  equal  to  35  per  cent 
of  the  appraised  valuation  of  the  project. 
The  preferred  stock  will  be  assigned  in 
its  entirety  to  MRC,  which  agrees  to 
make  advances  during  construction  up 
to  the  total  face  value,  subject  to  the 
following  conditions: 

a.  Sponsor  agrees  to  furnish  a  bond  guar- 

anteeing completion  of  the  project, 
including  land,  buildings,  fees,  and 
carrying  charges. 

b.  Complete   plans  and  specifications  must 

be  submitted  to  and  be  approved  by 
MRC  before  disbursal  of  any  equity  or 
mortgage  money. 

c.  Sponsor  will  be  required  to  keep  accurate 

costs  and  not  to  make  any  unauthorized 
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expenditures  from  the  funds  received 
from  MRC  and  mortgagee.  Detailed 
audit  of  his  accounts,  however,  will  be 
required  only  in  the  event  he  is  unable 
to  reimburse  MRC  a  predetermined 
portion  of  the  equity  advances. 
d.  Sponsor  will  be  given  a  period  of  twelve 
months  after  completion  in  order  to  put 
the  project  on  a  paying  basis  and  attract 
private  equity  capital  before  being 
required  to  reimburse  MRC  in  accord- 
ance with  a  predetermined  schedule. 

Reimbursement  of  MRC  Advances 

It  is  apparent  from  the  above  require- 
ments that  many  sponsors  will  be  enabled 
to  submit  projects.  Some  readers  may 
criticize  the  terms  as  being  too  liberal. 
Under  certain  conditions  they  would  be. 
We  must  remember,  however,  that  one 
of  the  most  important  functions  of  MRC 
is  that  of  stimulating  or  inhibiting  the 
total  volume  of  construction.  The  possi- 
bility of  resorting  to  extremely  liberal 
financing  terms  or  of  making  more  con- 
servative requirements  will  enable  it  to 
turn  construction  on  or  off  almost  with 
the  same  certainty  with  which  one  regu- 
lates the  flow  of  water  by  opening  or 
closing  a  faucet.  There  can  never  be  any 
legitimate  criticism  that  the  financial 
terms  are  too  liberal  to  the  sponsor,  for 
they  should  always  be  so  adjusted  that 
they  are  just  sufficient  to  produce  the 
desired  volume  of  construction.  The  easier 
the  terms  are  made,  the  more  applications 
will  be  received.  We  may  rest  assured 
that  there  will  be  keen  competition  and 
that  the  public  participation  in  equity 
financing  will  never  be  greater  than  that 
required  to  produce  the  desired  volume 
of  construction. 

The  MRC  will  exercise  this  control  by 
adjustments  made  from  time  to  time  in 
the  amount  and  scheduling  of  the  reim- 
bursements mentioned  in  paragraphs  c 
and  d,  above.  The  mandatory  reimburse- 
ment could  range  from  zero,  as  the  ex- 
treme of  liberality,  to  100  per  cent  as 
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the  extreme  of  conservatism.  The  terms 
will  vary  from  year  to  year  but  they  will 
be  the  same  for  all  sponsors  at  any  given 
time.  On  the  other  hand,  MRC  will 
recognize  that  there  will  be  a  great  diver- 
sity in  the  ability  of  various  sponsors  to 
reimburse  the  advances  that  have  been 
made.  It  will,  therefore,  establish  a  sched- 
ule that  gives  each  sponsor  an  adequate 
incentive  to  make  the  maximum  reim- 
bursement, thereby  minimizing  the  risk 
of  public  equity  financing.  A  typical  sched- 
ule of  this  kind  would,  depending  on  the 
need  for  stimulating  construction  at  any 
given  time,  contain  the  following  clauses: 

If  the  sponsor  is  able  to  refund  the  entire 
amount  of  equity  capital  within  twelve 
months  after  completion  of  the  project,  the 
entire  preferred-stock  issue  will  be  returned 
to  him  and  he  will  be  relieved  of  all  MRG 
control,  including  the  limitation  on  divi- 
dends. In  the  case  of  redevelopment 
corporations,  of  course,  limitations  of  rents 
established  by  the  terms  of  the  lease  would 
be  maintained. 

If  the  sponsor  is  able  to  refund  75  per  cent 
of  the  equity  capital  within  twelve  months, 
MRG  will  retain  25  per  cent  of  the  stock 
and  at  least  one  director  representing  its 
interests.  The  balance  of  the  preferred 
stock  will  be  returned  to  the  sponsor  with 
the  proviso  that  the  dividend  rate  will  be 
reduced  to  5  per  cent  and  that  all  net 
earnings  above  this  reduced  rate  shall  apply 
to  a  further  redemption  of  the  remaining 
stock  held  by  MRC. 

If  the  sponsor  is  able  to  refund  50  per  cent  of 
the  equity  capital  within  twelve  months, 
MRG  will  retain  50  per  cent  of  the  stock 
and  at  least  one  director  representing  its 
interests.  The  balance  of  the  stock  will  be 
returned  to  the  sponsor  and  the  dividend 
rate  will  be  reduced  to  4  per  cent,  with  the 
proviso  that  all  net  earnings  above  this 
reduced  rate  shall  apply  to  further  redemp- 
tion of  the  stock  held  by  MRG. 

In  the  event  the  sponsor  is  unable  to  redeem 
50  per  cent  of  the  stock  within  twelve 
months,  the  entire  control  of  the  corpora- 
tion passes  to  MRC.  The  dividend  rate  is 
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reduced  to  2  per  cent,  with  the  proviso 
that  all  net  earnings  above  this  reduced 
rate  shall  apply  to  a  redemption  of  the 
stock  held  by  MRG.  Furthermore,  a  com- 
plete audit  will  be  made  of  all  funds  dis- 
bursed by  the  sponsor  from  amounts 
received  from  the  mortgagee  and  MRC. 
Any  excess  of  amounts  received  by  sponsor 
over  the  total  of  authorized  expenditures 
must  be  refunded  in  cash  to  MRC,  which 
will  return  a  corresponding  amount  of  the 
preferred  stock.  Should  the  sponsor  be 
unable  to  make  the  required  reimburse- 
ment, he  will  be  prosecuted  for  misappro- 
priation of  funds  and  become  ineligible 
for  any  further  MRC  loans.  This  provision 
should  stifle  in  the  developer  any  tempta- 
tion to  consider  the  project  merely  in  terms 
of  a  profitable  construction  contract  rather 
than  as  an  investment. 

It  will  be  seen  that  the  above  terms 
will  permit  sponsors  of  varying  degrees 
of  financial  strength  to  qualify  for  MRG 
equity  loans  and  yet  will  give  all  of  them 
an  adequate  incentive  to  repay  these  loans 
as  quickly  as  possible.  In  view  of  the  dif- 
ficulties I  have  cited  concerning  the  avail- 
ability of  equity  financing  from  private 
sources,  even  the  terms  suggested  in  this 
schedule  may  not  be  sufficiently  liberal 
at  the  start  of  the  program,  and  the  MRG 
must  be  prepared  to  offer  whatever  terms 
are  required  to  produce  the  desired  vol- 
ume of  construction.  Even  if  the  average 
sponsor  were  unable  to  make  any  sub- 
stantial reimbursement  within  the  twelve- 
month period,  the  MRC  would  scarcely 
run  the  risk  of  losses  on  the  average  of 
all  its  investments.  It  will  obtain  its  funds 
from  URC  at  an  interest  rate  of  approxi- 
mately 2  per  cent,  and  the  financing  of 
each  project  will  be  based  on  a  return  of 
6  per  cent  for  the  entire  issue  of  preferred 
stock. 

The  sponsor  of  the  project  will,  how- 
ever, have  a  much  better  chance  of  secur- 
ing a  reasonable  amount  of  equity  capital 
than  under  present  conditions;  we  may 
be  agreeably  surprised  at  the  results  if 


New  Cities  for  Old 


he  takes  full  advantage  of  the  following 
possibilities: 

When  the  project  is  in  successful  op- 
eration the  developer  will  be  able  to 
secure  some  private  capital  that  would 
not  have  been  willing  to  take  the  initial 
risk  of  investing  prior  to  construction, 
for  the  average  investor  is  not  able  to 
appraise  correctly  the  probability  of  suc- 
cess when  the  project  is  still  on  paper. 
When  the  buildings  are  completed  and 
fully  rented,  however,  the  principal  un- 
known factors  have  been  eliminated  and 
the  layman  can  base  his  opinion  on  a 
careful  perusal  of  the  balance  sheet.  The 
annual  statement  of  the  housing  corpora- 
tion should  be  a  safe  guide  in  the  case  of 
MRG  financing;  the  MRC  will  have  safe- 
guarded its  own  interests  by  careful  at- 
tention to  the  design  and  construction 
as  well  as  to  the  financial  structure,  and 
these  precautions  will  also  protect  the 
investor.  Those  builders  who  do  invest 
their  own  money  in  equity  financing  usu- 
ally try  to  retrieve  this  capital  by  selling 
the  completed  project  so  that  they  may 
promote  additional  projects.  The  pro- 
cedure that  I  have  suggested  therefore 
stimulates  a  current  of  investment  which 
already  exists  but  is  very  sluggish. 

The  usual  cost  will  ordinarily  be  some- 
what less  than  the  appraised  value,  which 
is  based  entirely  on  a  capitalization  of  net 
income.  Any  economies  that  the  sponsor 
effects  as  a  result  of  his  efficiency  and 
technical  skill  in  construction  will  be  avail- 
able to  him  for  the  purpose  of  redeeming 
a  part  of  the  stock  held  by  MRG.  In 
this  respect  the  plan  does  not  differ 
from  present  mortgage  lending  practice, 
whether  the  mortgage  is  FHA-insured  or 
not.  Present  lending  practice,  as  a  result 
of  the  double  standard  of  appraisal,  how- 
ever, encourages  deception  on  the  part 
of  the  borrower,  whereas  no  misrepresen- 
tation is  involved  under  MRG  financing. 

The  architect,  contractor,  subcontrac- 
tors, and/or  material-supply  firms  may 


be  willing  to  accept  payment  for  a  portion 
of  their  profit  in  the  development  in  the 
form  of  preferred  stock.  Because  of  the 
close  scrutiny  of  MRG  and  the  proba- 
bility of  a  continuing  investment  on  the 
part  of  the  Realty  Corporation,  there 
will  be  a  minimum  of  risk  involved  for 
the  owners  of  relatively  small  stock  hold- 
ings. This  should  make  it  possible  for  the 
sponsor  to  secure  some  equity  capital 
from  his  business  associates  in  the  un- 
dertaking without  paying  prohibitive 
discounts. 

Let  us  now  examine  this  financial  pro- 
cedure in  the  light  of  the  requirements 
that  we  set  forth  in  the  beginning  of  this 
chapter: 

1.  Financial  institutions  are  provided  with 

an  adequate  outlet  for  funds  that  they 
desire  to  invest  in  the  form  of  mortgages. 

2.  The  proportion  of  equity  capital  has  been 

increased  sufficiently  to  provide  genuine 
safety  for  the  mortgage  without  the 
necessity  of  mortgage  insurance.  Private 
enterprise  is  stimulated  to  provide  the 
largest  share  of  equity  funds  consistent 
with  securing  the  desired  volume  of  con- 
struction. The  bulk  of  equity  capital 
will  be  provided  by  MRC  at  the  start 
of  the  program  but  competition  among 
sponsors  will  reduce  MRC  participation 
as  rapidly  as  confidence  can  be  restored 
to  investors. 

3.  It  will  be  possible  to  obtain  any  volume 

of  construction  which  may  be  desired 
within  the  limits  established  by  the 
supply  of  trained  building  mechanics. 

4.  The  risk  to  MRC  and  URC  will  be  ex- 

tremely small.  Even  if  we  assume  that 
there  is  an  ample  supply  of  mortgage 
money  at  all  times  and  that  MRC  will 
not  realize  profits  from  mortgage  lend- 
ing, it  should  make  a  net  profit  from 
its  equity  financing  operations.  The 
financing  has  been  based  on  a  minimum 
return  of  6  per  cent  for  the  equity,  and 
this  return  is  approximately  three  times 
the  interest  requirements  on  loans  from 
URC.  Furthermore,  the  financial  state- 
ments have  been  prepared  on  the  basis 
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of  conservative  appraisals  and  the  safety 
of  the  rental  market  is  guaranteed  by 
the  policy  of  maintaining  a  constant 
vacancy  ratio.  If,  in  spite  of  these  ad- 
vantages, some  projects  do  not  yield 
enough  net  income  to  earn  a  third  of 
their  calculated  minimum  profits,  they 
will  be  more  than  balanced  by  successful 
ones. 

5.  Neither  borrower  nor  lender  has  any  ad- 

vantage in  misrepresenting  cost  or  antici- 
pated income.  The  sponsor  knows  that 
he  will  be  able  to  obtain  from  MRC  an 
amount  of  equity  capital  that  will  be 
adequate  to  permit  the  construction  of 
the  project.  He  knows  also  that  the  one 
chance  for  a  miscalculation  lies  in  a 
faulty  appraisal  of  the  obtainable  rental; 
since  the  result  of  an  inadequate  project 
income  would  be  less  advantageous  to 
the  sponsor  than  to  any  of  the  three 
participants,  it  is  not  likely  that  he  will 
be  guilty  of  overoptimism.  Mortgage 
lender,  MRG,  and  sponsor  may  discuss 
the  project  without  any  mental  reserva- 
tions, on  the  basis  of  completely  honest 
appraisals. 

6.  There  is  a  complete  community  of  inter- 

est, for  each  of  the  three  participants  is 
able  to  achieve  his  own  aims  to  the 
fullest  extent  without  taking  advantage 
of  either  of  the  other  two.  The  mortgagee 
is  interested  in  safety;  he  has  it  without 
the  necessity  of  establishing  conditions 
that  the  sponsor  cannot  meet  and  will 
therefore  try  to  evade.  The  sponsor  wants 
to  be  sure  that  there  will  be  sufficient 
capital  to  build  the  job  and  that  the 
project  will  yield  the  expected  net  return. 
There  is  no  disposition  on  the  part  of 
either  MRC  or  mortgagee  to  quibble 
about  the  capital  needed  by  the  sponsor, 
provided  that  the  amount  does  not  ex- 
ceed the  calculated  capitalized  value 
based  on  carefully  appraised  rentals  and 
operating  costs.  The  MRG  wants  to 
fulfill  the  function  for  which  it  has  been 
created — to  perform  its  part  in  the 
orderly  reconstruction  of  the  city  and 
in  the  control  of  the  volume  of  construc- 
tion in  accordance  with  the  needs  of  the 
economy.  The  financial  mechanism  that 


I  have  proposed  will  permit  it  to  perform 
these  tasks  without  in  any  way  infring- 
ing on  the  desirable  functions  of  private 
enterprise.  MRC  aims  are  not  in  conflict 
with  those  of  either  the  mortgagee  or  the 
sponsor;  on  the  contrary,  the  functions 
performed  by  MRG  will  be  of  inesti- 
mable advantage  to  its  two  partners  in 
the  undertaking.  As  a  consequence  of 
this  mutuality  of  interests,  MRG  will 
enjoy  the  respect  and  confidence  of  the 
builder  and  the  lending  institution.  The 
business  of  building  will  be  divested  of 
some  of  its  more  unsavory  characteristics 
and  attract  equity  capital  as  well  as 
mortgage  funds. 

In  conclusion,  it  is  pertinent  to  con- 
sider this  question:  If  MRC  is  prepared 
to  take  the  risks  of  equity  financing,  why 
should  it  not  do  the  whole  job  and  initi- 
ate, design,  construct,  and  manage  the 
projects?  This  leads  us  back  to  the  ques- 
tion with  which  we  started  this  chapter. 
Shall  we  endeavor  to  provide  housing 
under  the  profit  system  and  stimulate  a 
constant  stream  of  new  ideas  based  on 
the  efforts  of  private  enterprise  to  devise 
new  methods  of  making  profits  out  of 
human  needs  and  desires — or  shall  we 
attempt  to  meet  those  needs  directly  as 
a  result  of  public  housing?  I  believe  that 
we  shall  prefer  the  first  of  these  two 
alternatives,  and  I  have  therefore  sug- 
gested a  form  of  public  participation  that 
supplements  rather  than  displaces  private  enter- 
prise. There  is  no  reason  why  the  MRG 
type  of  financing  must  be  used  exclu- 
sively. On  the  contrary,  the  various  exist- 
ing forms  of  financing  can  follow  their 
present  pattern  side  by  side  with  MRG 
operations,  since  there  is  no  disturbance 
of  existing  property  and  rental  valuations. 
Within  the  suggested  financial  mecha- 
nism itself,  it  is  possible  for  private  enter- 
prise to  displace  MRG,  and  it  is  given 
every  inducement  to  do  so.  The  public 
participation  in  equity  financing  is  there- 
fore automatically  limited  to  the  minimum 
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amount  that  will  permit  us  to  obtain  the 
rate  of  construction  required  by  the  na- 
tional economy.  Furthermore,  the  form 
of  public  participation  is  such  that  all 
the  desirable  incentives  of  the  profit  sys- 
tem will  be  retained. 

The  suggested  financial  procedure 
would  allow  us  to  retain  all  the  essential 
advantages  of  private  enterprise  and  yet 
permit  us  to  obtain  any  volume  of  con- 
struction that  might  be  desired.  Even 
if  I  have  succeeded  in  convincing  the 
reader  of  the  desirability  of  this  pro- 
cedure, however,  he  may  believe  that  it 
is  visionary,  for  we  sometimes  overesti- 
mate the  force  of  tradition  and  therefore 
we  are  not  prepared  to  take  advantage 
of  the  possibility  for  change  when  favor- 
able opportunities  arise.  How  many  of 
us  were  there  who  would  have  guessed  in 
1929,  or  even  in  1932,  that  the  Federal 


government  would  establish  a  system  of 
mortgage  insurance  in  1935?  We  know 
now  that  it  was  not  only  possible  to 
establish  the  FHA  but  that,  despite  its 
shortcomings,  it  has  become  one  of  the 
most  popular  and  effective  Federal  agen- 
cies. Now  that  we  have  taken  this  step 
and  that  we  realize  it  is  insufficient,  shall 
we  say  that  it  is  impossible  to  take  another? 
It  is  more  likely  that  we  shall,  sooner  or 
later,  recognize  the  essential  fallacy  of 
the  FHA — we  have  sought  to  insure  mort- 
gages in  order  to  permit  mortgage  capital 
to  displace  equity  capital,  because  there 
was  a  lack  of  equity  capital.  If  we  can 
reestablish  an  adequate  supply  of  equity 
capital,  we  shall  find  that  it  is  not  neces- 
sary to  insure  mortgages,  for  savings  tend 
to  accumulate  under  normal  conditions 
in  institutions  which  are  seeking  safe 
investments. 
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Chapter  20 

Financing  a  Housing  Project:  A 
Comparison  of  Methods 


IT  is  much  easier  to  explain  and  to 
understand  financial  problems  in 
terms  of  specific  examples.  It  is  also 
much  easier  to  make  direct  comparisons 
between  the  advantages  of  various  meth- 
ods on  the  basis  of  a  typical  illustrative 
case.  For  this  reason  I  shall  present  four 
financing  statements  for  the  same  hypo- 
thetical housing  project.  I  shall  then  tabu- 
late these  statements  on  a  single  page  so 
that  direct  comparisons  can  be  made.  It 
will  thus  be  possible  for  us  to  observe 
more  closely  the  progress  that  we  have 
made  as  well  as  the  progress  that  remains 
to  be  made.  Four  distinct  types  of  financ- 
ing will  be  considered: 

I.  Bond-issue  financing,  a  prevailing  method 

prior  to  the  New  Deal 

II.  FHA-insured  mortgage 

III.  MRC  equity  participation  as  described 
in  the  preceding  chapter 

IV.  This  statement  will  be  the  same  as  III, 
except  that  it  is  based  on  the  assumption 
that  the  land  will  be  leased  from  the 
MRG  for  a  redevelopment  project. 

I  have  assumed  that  the  project  is 
physically  identical  in  all  cases  and  that 
it  would  be  built  on  the  same  property 
in  the  same  year.  True  construction  costs, 
taxes,  and  operating  costs  as  well  as  safe 
obtainable  rentals  would,  therefore,  be 
identical.  Each  statement  is  also  based 
on  the  following  assumptions: 

1.  The  best  obtainable  estimates  indicate 
that  the  cost  of  the  buildings  will  be 
$1,440,000,  inclusive  of  contractor's 
profit  but  exclusive  of  architect's  fee, 
site  improvements,  and  carrying  charges 
during  construction. 


2.  The   fair   market   value   of  the   land   is 

$130,000. 

3.  There  is  an  existing  mortgage  of  $40,000 

on  the  land.  In  the  case  of  FHA  or  MRG 
financing,  the  owner  is  willing  to  be  paid 
for  his  equity  in  the  land  in  the  form  of 
stock  in  the  development  company. 

4.  The  project  consists  of  two-  and  three- 

story  walk-up  apartments;  operating 
costs  will  be  $50  per  room  per  year,  or 
$85,000  per  year  for  the  entire  project  of 
1,700  rental  rooms. 

5.  A  reasonably  safe  obtainable  rent  for  the 

accommodations  offered  is  $15  per  room 
per  month;  $14.50  per  room  would  be 
conservative. 

6.  Real-estate  taxes  have  been  assumed  to 

be  $45,000  a  year  in  all  cases. 

7.  It  is  assumed  that,  in  all  cases  except  that 

of  bond-issue  financing,  the  architect 
and  the  builder  will  each  be  willing  to 
accept  $40,000  in  stock  in  lieu  of  cash, 
in  part  payment  for  services. 

Two  columns  of  figures  are  given  for 
each  type  of  financing.  The  first  column 
is  the  financial  statement  submitted  with 
the  application  for  a  loan.  The  second 
column  represents  the  applicant's  best 
judgment  concerning  the  real  estimates 
of  cost  and  income.  In  the  case  of  bond- 
issue  and  FHA  financing  this  statement 
of  actual  expected  cost  and  income  is  not 
shown  to  anyone  except  as  required  to 
secure  a  completion  bond.  The  bonding 
company  must  be  satisfied  that  the  sponsor 
will  have  enough  money  to  build  the 
job;  estimates  of  construction  costs  are 
considered  much  more  realistically  in 
negotiations  for  a  completion  bond  than 
they  are  in  loan  negotiations. 
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I.  Bond-issue  Financing 

As  per  applicant's  real 

As  per  expectations  based  on  best 

application  information  available 

A.  PROJECT  COST 

1.  Land $    480,000  $    130,000     Full  purchase  price 

2.  Site  improvements 120,000  95,000     Est.  of  actual  cost 

3.  Buildings 2,070,000  1,440,000     Est.  of  actual  cost 

4.  Completion  bond  @ >  1^% 31,050  31,050 

5.  Architect,  6%  of  building  cost 120,000  12,000     A  favorite  source  of 

savings 

6.  Interest  during  construction,  6^%  on        130,000  65,000     Assuming    comple- 

full  amount  of  loan,  12  months  tion  of  construction 

in  6  months 

7.  Mortgage  insurance,  none 

8.  Insurance — fire  and  liability 10,000  6,000 

9.  Taxes  during  construction 2,700  2,700 

10.  Legal  fees 5,000  5,000 

11.  Cash  working  capital 30,000  20,000 

12.  Commission  on  loan  @  10% 200,000  200,000     This  item  was  some- 

13.  Total  investment $3,198,750  $2,006,750     times  12% 

B.  RESOURCES 

14.  First  mortgage,  62>£% $2,000,000  $2,000,000 

-                -••    1>198>750  6>750 

17.  Total  capital $3,198,750  $2,006,750 

C.  INCOME 

18.  Earnings,  1,700  rooms  @  $22  per  room 

per  month;  income  per  year $    448,800  $    316,200     Based  on  $15.50  per 

19.  Vacancies  @  10% 44,880  31,620     room  per  month 

403,920  $    284,580 

20.  Operating  costs,  1,700  rooms 

@  $50  per  room  per  year.    $85,000 

21.  Taxes 45,000 

22.  Total  operating  costs  and  taxes 130,000  1 30,000 

23.  Available  for  debt  service $    273,920  $    154,580 

24.  Interest  on  first  mortgage  @  63^% 130,000  130,000 

$    143,920  $      24,580 

25.  Amortization  not  required 

26.  Mortgage  insurance  not  required 

27.  Available  for  dividends 143,920  24,580 

28.  Mortgage  per  room 1,176  1,176 

29.  Equity  per  room 705  4 
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Comment  on  Bond-issue  Financing 


The  layman  may  think  that  I  have 
exaggerated  the  amount  of  deception  that 
was  involved  in  the  financing  of  large 
construction  projects  by  means  of  bond 
issues.  Realtors,  lenders,  architects,  and 
builders  who  are  familiar  with  these 
methods,  however,  will  agree  that  the 
statements  given  on  the  opposite  page 
represent  a  fairly  typical  situation.  The 
mortgage  bond  houses  frequently  traded 
on  their  reputations  as  old,  established, 
conservative  lending  institutions,  but  the 
practices  to  which  they  resorted  in  the 
late  twenties  landed  a  number  of  their 
officers  in  jail.  It  is  true  that  bond-issue 
financing  represents  a  high-water  mark 
in  dishonesty,  but  the  misrepresentation 
on  which  it  was  based  is  still  an  essential 
part  of  much  mortgage  lending  practice 
today.  The  lies  are  no  longer  quite  so 
preposterous,  but  the  necessity  for  lying 
still  exists. 

One  of  the  most  glaring  misrepresenta- 
tions in  financial  statements  is  that  con- 
cerning architects'  fees.  The  standards  of 
lending  institutions  are  so  low  that  they 
will  accept  the  work  of  incompetent  archi- 
tects and  yet  permit  the  borrower  to 
base  his  application  on  the  normal  fee, 
which  would  enable  him  to  buy  the 
highest  type  of  services.  If  the  specifica- 
tions called  for  a  marble  facing  the  lender 
would  not  allow  the  substitution  of  com- 
mon brick.  In  the  far  more  vital  matter 
of  architectural  services,  however,  the 
average  lending  institution  will  accept 
almost  anything. 

It  should  be  noted  that  although  this 
statement  calls  for  a  small  cash  participa- 
tion on  the  part  of  the  borrower,  the 
amount  is  so  small  that  it  is  insignificant 
in  proportion  to  the  total  involved.  If 


the  sponsor's  calculations  are  fairly  con- 
servative, enough  can  be  saved  here  and 
there  to  avoid  putting  up  any  cash.  Even 
if  there  are  unanticipated  expenses  that 
result  in  doubling  or  tripling  the  amount 
of  this  "equity,"  it  may  be  offset  by  the 
item  of  contractor's  profit,  which  is  in- 
cluded in  the  cost  of  constructing  the 
buildings;  this  will  be  the  case  when  the 
promoter  is  also  the  builder.  In  general, 
it  is  the  aim  of  the  promoter  to  build 
without  using  any  of  his  own  money, 
except  temporarily  for  "front  money." 
This  condition  generally  prevailed  under 
bond-issue  financing. 

The  deception  necessarily  extends 
through  the  income  statement  as  well 
as  the  capital  cost  statement,  because  of 
the  necessity  of  showing  a  "safe"  return 
on  an  excessive  capitalization.  The  real 
net  return  of  about  $24,000  is  a  very 
handsome  income  for  the  promoter,  who 
has  practically  no  cash  investment.  It 
should  be  remembered,  however,  that 
this  net  income  is  extremely  precarious 
because  the  amount  of  the  loan  and  the 
interest  rate  are  both  excessive.  The  fixed 
charges,  even  without  any  allowance  for 
amortization,  will  not  be  earned  in  bad 
years.  Furthermore,  the  rental  per  room 
has  been  placed  at  $15.50  per  room  per 
month,  somewhat  in  excess  of  the  aver- 
age for  similar  accommodations;  this 
rental  will,  therefore,  only  be  secured 
when  the  project  enjoys  the  temporary 
advantage  of  newness.  In  view  of  all 
these  conditions  one  can  scarcely  blame 
the  promoter  for  not  wanting  to  invest 
any  money  in  the  venture — assuming,  for 
the  moment,  that  he  has  any  money  to 
invest. 
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II.      FHA-Insured  Mortgage  Financing 

As  per  applicant's  real 
As  per  expectations  based  on  best 

application  information  available 

A.  PROJECT  COST 

1.  Land $    320,000  $      40,000     Cash 

Stock    $280,000 

2.  Site  improvements 110,000  95,000 

3.  Buildings 1,500,000  1,400,000     Cash 

Stock        40,000 

4.  Completion  bond  @  \%% 22,500  22,500 

5.  Architect 75,000  35,000     Cash 

Stock        40,000 

6.  Interest  during  construction,  9  months          27,840  21,650     Assuming    comple- 

@  4/4%  of  average  balances  ranging  tion  in  7  months 

from  0  to  $1,650,000. 

7.  Mortgage  insurance,  %%  of  line  14.  ...  8,250  8,250 

8.  Insurance — fire  and  liability 6,000  6,000 

9.  Taxes  during  construction 2,700  2,700 

10.  Legal  fees 5,000  5,000 

11.  Cash  working  capital 20,000  20,000 

12.  Commission  on  loan  none 

13.  Total  investment $2,097,290  $1,656,100     Cash 

Stock    $360,000 

B.  RESOURCES 

14.  Mortgage  79%  of  line  13 $1,650,000  $1,650,000 

15.  Stock  for  land  and  services 360,000  360,000 

16.  Cash,  not  less  than  3%  of  line  13 87,290  6,100 

17.  Total  capital $2,097,290  $2,016,100 

C.  INCOME 

18.  Earnings,  1,700  rooms  @  $15  p.r.p.m.     $    306,000  $    306,000 

19.  Vacancies  @  10% $      30,600  30,600 

20.  Operating  costs,  1,700  rooms  @  $50  per       275,400  $    275,400 

room  per  year $85,000 

21.  Taxes 45,000 

22.  Total  operating  costs  and  taxes .  .         130,000  1 30,000 

23.  Available  for  debt  service $    145,400  $    145,400 

24.  Interest  on  mortgage  @  43^% 74,250  74,250 

$      TlJSO  $      71/156 

25.  Amortization  first  year  @  1^% 24,750  24,750 

$      46^00  $      4^400 

26.  Mortgage  insurance,  ^% 8,250  8,250 

27.  Available  for  dividends $      38,150  $      38,150 

28.  Mortgage  per  room 970  970 

29.  Equity  per  room 263  215 


[204] 


Financing  a  Housing  Project 


Comments  on  FHA  Financing 


This  statement  represents  a  great  im- 
provement over  bond-issue  financing. 
Item  for  item  the  secret  calculations  of 
the  applicant  and  the  figures  given  in 
his  application  agree  fairly  closely.  The 
only  serious  difference  is  with  respect 
to  the  cost  of  construction,  and  even  here 
the  difference  is  no  more  than  could 
result  from  honest  disagreement.  It  is 
quite  possible,  in  fact,  that  the  FHA  esti- 
mator may  be  closer  to  the  truth  than 
the  sponsor's  estimator.  The  landowner, 
the  contractor,  and  the  architect  each 
participate  in  the  equity  financing.  The 
architect's  fee  is  made  reasonably  com- 
mensurate with  his  services  and  the 
quality  of  his  work  is  more  closely  scru- 
tinized as  a  condition  of  FHA  mortgage 
insurance. 

It  is  to  be  noted  that  the  calculations 
of  net  income  are  identical  in  both  col- 
umns. Indeed,  the  amount  of  disagree- 
ment in  the  entire  statement  is  so  small 
in  comparison  with  former  methods  of 
financing  that  one  is  apt  to  forget  the 
fact  that  there  still  is  some  misrepresenta- 
tion. Furthermore,  the  statement  is  based 
on  the  residual  valuation  appraisal  of 
the  land.  If  the  land  appraisal  is  based 
on  market  value — as  required  under  pres- 
ent FHA  procedure — it  will  be  necessary 
for  the  applicant  to  find  nearly  $200,000 
of  additional  equity  capital.  This  much 
additional  equity  money  is  simply  not 
obtainable  under  ordinary  conditions, 
hence  the  failure  of  FHA  to  provide  any 
substantial  stimulation  of  large-scale 


rental  housing  under  present  appraisal 
methods. 

The  chief  discrepancy  between  the  two 
statements  in  terms  of  amounts  occurs, 
significantly,  in  line  16.  The  applicant 
will  usually  try  to  avoid  the  necessity  of 
leaving  any  of  his  own  cash  in  the  project, 
and  in  order  to  reach  this  result  he  will 
attempt  to  effect  savings  in  construction 
wherever  it  is  possible  for  him  to  do  so. 
The  FHA  inspector  must  constantly  be 
on  guard  against  substitutions  of  mate- 
rials and  inferior  workmanship.  Although 
the  sponsor  fully  realizes  that  he  may 
thus  impair  the  value  of  the  project,  he 
considers  this  a  lesser  evil  than  freezing  a 
substantial  portion  of  his  working  capital. 

Present  interest  rates  for  large-scale 
FHA-insured  mortgages  are  less  than  4^ 
per  cent,  but  the  4^  per  cent  rate  is 
used  because  it  was  the  rate  that  pre- 
vailed when  land  appraisals  were  made 
on  the  residual  valuation  theory.  It  is 
to  be  noted  that,  even  on  the  basis  of  a  4}^, 
per  cent  interest  rate,  annual  operating  costs, 
line  20,  are  substantially  in  excess  of 
first-year  interest  requirements,  line  24. 
The  best  chance  of  increasing  the  safety 
of  the  mortgage  and  the  profits  of  the 
sponsor,  and  of  permitting  lower  rents 
for  the  tenant  lies  in  a  reduction  of  op- 
erating costs.  Competent  management  is 
of  great  importance,  but  it  cannot  be 
expected  to  overcome  the  handicaps  that 
will  confront  it  if  the  project  has  not  been 
designed  by  a  competent  architect  and 
constructed  by  a  competent  builder. 
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III.     MRC  Financing  Based  on  Privately 

Owned  Land 


A. 
1. 

2. 
3. 

4. 
5. 

6. 
7. 
8. 
9. 
10. 
11. 
12. 

13. 

B. 

14. 
15. 
16. 

17. 
G. 
18. 

19. 

PROJECT  COST 
Land                 

As  per 
application 

.  .  .  This  infor- 

Estimate based  on  best  informa- 
tion available  to  applicant 

$      40,000     Cash 
Stock    $  90,000 
95,000 
1,400,000     Cash 
Stock        40,000 
21,000 
30,000     Cash 
Stock       40,000 
21,650 

6,000 
2,700 
5,000 
15,000 

Site  improvements  

mation  not 
.  .  .  required  on 

Buildings          

.  .  .  application 

Completion  bond  @  1  %  %  

Architect,  

Interest  during  construction  

Mortgage  insurance—  none      

Insurance  —  fire  and  liability  

Taxes  during  construction  

Legal  fees                              

Cash  working  capital  

Commission  on  loan-none  

Total  investment  

$1,636,350 

$1,270,000 
170,000 

366,350 

Cash 

RESOURCES 

First  mortgage  

...   $1,270,000* 

Stock    $170,000 

Stock  for  land  and 
services 
Stock    retained    by 
MRC 

Stock  for  land  and  services  I 
Maximum  stock  purchase  ?  

680,000f 

by  MRC                          J 
Total  capital  

...  $1,950,000^ 

$1,806,350 

$    295,800 
29,580 

INCOME 

Earnings,    1,700   rooms   @   $14.50 
room  per  month. 
Vacancies  @  10%  

per  $    295,800 
29,580 

20. 

21. 
22. 
23. 
24. 


Operating  costs,  1,700  rooms 

@  $50  per  room  per  year .   $85,000 

Taxes 45,000 

Total  operating  costs  and 
Available  for  debt  service 
Interest  on  mortgage 


$    266,220         $    266,220 


25.  Amortization 


26. 

27. 

28. 
29. 


ts  and  taxes  

130,000 

130,000 

ervice  $ 

i    136,220 

$    136,220 

;e@4K%  

57,150 

57,150 

5 

2/0  

;      79,070 
31,750 

$      79,070 
31,750 

9 
:,  none 
nds  (equal  to  7%  on 
ssue)  . 

;      47,320 
47,320 
747 

$      47,320 
47,320 
747 

9  %     on 
equity. 

laximum.  . 

400 

315 

actual  eqi 

Mortgage  insurance,  none 
Available  for  dividends  (< 
maximum  stock  issue). 
Mortgage  per  room 
Equity  per  room,  maximum, 
*  Based  on  65%  of  total  capitalization,  line  17. 
t  Based  on  35%  of  total  capitalization,  line  17. 
j  Maximum  total  capital  based  on  capitalization 


actual 


7%  of  amount  available  for  debt  service,  line  23. 
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Comments  on  MRC  Financing  Based  on 
Privately  Owned  Land 


There  is  no  longer  any  need  for  con- 
cealing facts.  Since  the  mortgage  is  not 
based  on  a  physical  valuation,  there  is 
no  necessity  for  the  applicant  to  submit 
information  concerning  project  cost. 
Should  either  the  mortgagee  or  the  MRG 
wish  to  see  the  applicant's  calculations 
concerning  costs,  however,  there  is  no 
reason  why  the  latter  should  not  be  will- 
ing to  let  them  see  his  entire  file.  The 
three  participants  in  the  transaction  are 
now  acting  as  full  partners  rather  than 
horse  traders. 

In  order  to  arrive  at  the  amount  of 
the  first  mortgage,  line  14,  we  capitalize 
the  amount  available  for  debt  service, 
line  23,  on  the  basis  of  a  7  per  cent  return. 
This  shows  that  the  total  capitalization 
must  not  exceed  $1,950,000  (see  line  17); 
this  total  capitalization  is  then  allocated 
on  the  basis  of  65  per  cent  to  the  1st 
mortgage,  line  14,  and  35  per  cent  for 
equity  capital,  lines  15  and  16.  The  spon- 
sor will  have  no  difficulty  in  finding  a 
mortgagee  who  will  lend  him  $1,270,000 
without  mortgage  insurance,  as  compared 
to  the  FHA-insured  mortgage  of  $1,650,- 
000  required  by  the  statement  on  the 
preceding  page. 

The  sponsor  knows  that  the  MRC  will 
make  advances  up  to  a  maximum  amount 
of  $680,000,  although  he  is  quite  sure 
that  he  will  not  need  that  much.  But 
the  knowledge  that  it  is  possible  to  secure 
this  amount,  if  necessary,  will  accomplish 
two  desirable  results.  It  will  facilitate 
negotiations  for  a  completion  bond  and 
should  result  in  a  reduction  of  the  pre- 
mium. More  important,  however,  the 
sponsor  will  realize  that  it  is  not  neces- 
sary to  jeopardize  the  ultimate  success  of 
the  project  through  unwise  economies  in 


first  cost,  since  he  is  assured  of  ample 
financing  instead  of  an  amount  that  is 
barely  sufficient  for  his  purposes.  The 
sponsor  will  realize  that  his  real  chance 
for  continued  profits  lies  not  in  minimiz- 
ing a  possible  cash  investment  but  in 
assuring  the  success  of  the  undertaking 
to  the  entire  satisfaction  of  the  mortgagee 
and  the  MRC,  so  that  there  will  be  a 
succession  of  profitable  projects.  There 
is  a  complete  mutuality  of  interests  be- 
tween the  three  partners. 

According  to  his  calculations,  the  spon- 
sor will  require  only  $366,350  of  the 
$680,000  advanced  to  him  by  the  MRC 
(see  line  16).  If  the  terms  for  repayment 
were  those  outlined  in  the  preceding 
chapter,  therefore,  the  sponsor  would 
easily  comply  with  the  requirement  for 
redemption  of  one-half  the  stock  without 
the  necessity  of  finding  additional  pur- 
chasers for  the  stock.  Even  if  he  never 
sells  any  stock  he  can  ultimately  redeem 
the  remaining  stock  held  by  MRC.  The 
dividend  rate  in  his  case,  under  the  con- 
ditions suggested  as  an  example  in  the 
preceding  chapter,  would  be  limited  to 
4  per  cent.  The  sponsor  would  be  re- 
quired to  apply  the  surplus  toward  the 
retirement  of  MRC-held  stock. 

The  interest  rate  has  been  assumed  to 
be  43>£  per  cent  in  order  to  provide  a 
more  direct  comparison  with  the  pre- 
ceding statement  based  on  FHA  mort- 
gage insurance.  At  the  present  time,  of 
course,  the  interest  rate  for  a  conserva- 
tively appraised  mortgage  of  this  type 
would  not  exceed  4  per  cent. 

Amortization,  line  25,  has  been  figured 
at  2^  per  cent  in  order  to  permit  straight 
amortization  and  decreasing  interest  for 
a  forty-year  loan. 
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IV.     MRC  Financing  Based  on  Leased 

Land 

As  per  Estimates  based  on  best  informa- 

application  tion  available  to  applicant 

A.  PROJECT  COST 

1  .  Land  .........  .....................  This  infor-  ...........  Leased  land 

2.  Site  improvements  ...................  mation  not  $      95,000 

3.  Buildings  ...........................  required  on  1,400,000     Cash 

application  Stock    $40,000 

4.  Completion  bond  ...................  21,000 

5.  Architect  ...........................  30,000     Cash 

Stock      40,000 

6.  Interest  during  construction  ..........  21,650 

7.  Mortgage  insurance,  none 

8.  Insurance  —  fire  and  liability  ..........  6,000 

9.  Taxes  during  construction  ............  2,700 

10.  Legal  fees  ...................  '.  ......  5,000 

1  1  .  Cash  working  capital  ................  1  5,000 

12.  Commission  on  loan  —  none 

13.  Total  investment  ...............  .>  ____  $1,596,350     Cash      _ 

Stock    $80,000 

B.  RESOURCES 

14.  First  mortgage  ......................   $1,200,000*  $1,200,000 

15.  Stock  for  services  .....  )  .............  80,000 

16.  Maximum  MRC  stock  }  .............        650,000  f  396,350 

17.  Total  capital  .......................   $1,850,000  J  $1,676,350 

C.  INCOME 

18.  Earnings,    1,700   rooms   @   $14.50   per  $    295,800  $    295,800 

room  per  month. 

19.  Vacancies  @  10%  ...................          29,580  29,580 

$    266,220  $    266,220 

20.  Operating  costs,  1  ,700  rooms 

@  $50  per  room  per  year  .   $85,000 

21.  Taxes  ...................     45,000 

22.  Total  operating  costs  and  taxes  ........         130,000  130,000 

23.  Available  for  land  and  debt  services  ____   $    136,220  $    136,220 

23a.  Ground  rent  .......................            6,000  6,000 

23b.  Available  for  debt  service  ............    $    130,220  $    130,220 

24.  Interest  on  mortgage  @  4%%  ........          54,000  54,000 

$      76,220  $     76,220 

25.  Amortization  @  23^%  ...............          30,000  30,000 

$      46,220  $     46,220 

26.  Mortgage  insurance  —  none 

27.  Available  for  dividends  ...............          46,220  46,220     9^% 

28.  Mortgage  per  room  ..................               706  706 

29.  Equity  per  room,  maximum,  ..........                382  280     actual  equity 

*  Based  on  65%  of  total  capitalization,  line  17. 

f  Based  on  35%  of  total  capitalization,  line  17. 

j  Maximum  total  capital  based  on  capitalization  @  7  %  of  amount  actual  equity  available  for  debt  service, 
line  23b. 
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Comments  on  MRG  Financing  Based  on 

Leased  Land 


There  is  very  little  difference  between 
this  statement  and  the  one  on  the  pre- 
ceding page.  In  view  of  the  large  part 
which  operations  on  leased  land  will  oc- 
cupy in  the  reconstruction  of  the  city, 
however,  I  thought  it  would  be  useful 
to  prepare  this  statement  for  purposes  of 
comparison.  In  order  to  facilitate  com- 
parisons, I  have  assumed  that  the  land  is 
the  same  as  in  the  preceding  instances. 
It  is  probable,  however,  that  in  the  case 
of  land  for  redevelopment  projects  the 
amount  required  for  site  improvements 
would  be  much  less  and  the  comparison 
would,  therefore,  be  more  favorable  than 
is  indicated. 

The  amount  given  on  line  23a  would 
probably  be  the  result  of  public  bidding 
for  the  lease.  Bidders  would  have  no 
difficulty  in  computing  this  figure,  for 
it  would  be  relatively  simple  for  them 
to  prepare  a  rough  sketch  of  the  pro- 
posed development  in  accordance  with 
the  requirements  of  the  MRG  lease.  They 
could  then  prepare  their  own  tentative 
financial  statement  on  the  basis  of  their 


knowledge  of  rental  values  and  the  cer- 
tainty of  being  able  to  obtain  ample 
capital  for  the  project.  The  most  ingeni- 
ous and  practicable  solution  for  develop- 
ing the  property  in  accordance  with  the 
limitations  for  use  established  by  the  ad- 
vertisement for  bids  will  be  the  primary 
factor  in  enabling  a  bidder  to  put  in  a 
winning  bid.  It  is  to  be  noted,  however, 
that  the  evaluation  of  possibilities  inher- 
ent in  the  site  is  made  entirely  in  the  mind 
of  the  prospective  developer  and  that 
the  MRC  is  merely  asked  to  compare 
between  bids  that  are  expressed  in  terms 
of  dollars  and  cents.  This  procedure  not 
only  permits  but  requires  a  high  degree 
of  individual  initiative  on  the  part  of 
private  enterprise. 

A  ground  rent  of  $6,000  a  year,  on 
the  basis  of  the  suggestions  made  in  previ- 
ous chapters,  would  enable  the  MRG  to 
pay  up  to  $300,000  for  the  land  which  it 
had  assembled  for  the  project  before  it 
became  necessary  to  rely  on  Federal 
grants. 
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V.      Direct  Comparison  of  Four  Methods  of 

Financing 

Based  on  real  expectation  of  applicant  in  each  case 
Payments  in  stock  indicated  in  parentheses 

Type  III  MRG      Type  IV 

Type  I  Type  II  privately         MRG  leased 

Bond  issue  FHA  owned  land  land 


A.  PROJECT  COST 
1.  Land,  cash  

$    130,000 

$      40,000 

stock  

(280,000) 

2.  Site  improvements  

95,000 

95,000 

3.  Buildings,  cash  

1,440,000 

1,400,000 

stock  

(40,000) 

4.  Completion  bond  

31,050 

22,500 

5.  Architect,  cash  

12,000 

35,000 

stock  

(40,000) 

6.  Interest  during  construction  . 
7.  Mortgage  insurance  

65,000 

21,650 
8,250 

8.  Insurance  —  fire  and  liability 
9.  Taxes  during  construction.  . 
10.  Legal  fees  

6,000 
2,700 
5,000 

6,000 
2,700 
5,000 

1  1  .  Cash  working  capital  

20,000 

15,000 

12.  Commission  on  loan  

200,000 

13.  Total  investment,  cash  

$2,006,750 

$1,656,100 

stock  

(360,000) 

B.  RESOURCES 
14.  First  mortgage  

$2,000,000 

$1,650,000 

15.  Stock  for  land  and  services.  . 
16.  Cash  

6,750 

(360,000) 
6,100 

17.  Total  capital  

$2,006,750 

$2,016,100 

C.  INCOME 

18.  Earnings,  gross  

$    316  200 

$    306  000 

19.  Vacancies  

31,620 

30,600 

22.  Operating  costs  and  taxes  *  .  . 

$    284,580 
130,000 

$    275,400 
130,000 

23.  Available  for  debt  service.  .  . 
24.  Interest  on  first  mortgage  .  .  . 

$    154,580 
130,000 

$    145,400 
74,250 

25.  Amortization  

$      24,580 

$      71,150 
24,750 

26.  Mortgage  insurance  

$      24,580 

$      46,400 
8,250 

27.  Available  for  dividends  

$      24,580 

$      38,150 

28.  Mortgage  per  room  

1,176 

970 

29.  Equity     capital     per    room 
30.  Rent  per  room  per  month  .  . 

4 
15. 

215 
50                 15 

$   40,000 
(90,000) 
95,000 
1,400,000 
(40,000) 
21,000 
30,000 
(40,000) 
21,650 

$   95,000 
1,400,000 
(40,000) 
21,000 
,   30,000 
(40,000) 
21,650 

6,000 
2,700 
5,000 
15,000 

6,000 
2,700 
5,000 
15,000 

$1,636,350 
(170,000) 

$1,596,350 
(80,000) 

$1,270,000 
(170,000) 
366,350 

$1,200,000 
(80,000) 
396,350 

$1,806,350 

$1,676,350 

$  295,800 
29,580 

$  295,800 
29,580 

$  266,220 
130,000 

$  266,220 
136,000 

$  136,220 
57,150 

$  130,220 
54,000 

$   79,070 
31,750 

$   76,220 
30,000 

$   47,320 

$  46,220 

$   47,320 
747 

$   46,220 
705 

315 

280 

14.50 

14.50 

*  This  item,  under  Type  IV,  also  includes  ground  rent. 

[210] 


Financing  a  Housing  Project 


Comments  on  Direct  Comparison  of  Four 
Methods  of  Financing 


The  application  figures  of  each  of  the 
four  preceding  statements  have  been  ig- 
nored; in  statements  I  and  II  the  amounts 
are  partly  fictitious  and  in  statements  III 
and  IV  there  is  no  difference  between 
the  estimates  given  in  the  application 
and  the  actual  estimates. 

It  is  of  interest  to  note,  line  14,  that 
there  is  a  steady  decrease  in  the  amount 
of  the  mortgage.  The  amount  of  the  cash 
portion  of  the  equity,  line  16,  is  insignifi- 
cant in  Types  I  and  II  but  is  very  sub- 
stantial in  Types  III  and  IV. 

No  amortization  is  provided  in  Type  I. 
In  Type  II  the  amortization  is  given  for 
the  first  year  and  is  based  on  the  FHA 
requirement  of  approximately  equal  pay- 
ments for  combined  interest  and  amortization 
during  the  entire  period  of  the  loan.  In 
succeeding  years  there  is  a  continuous 
increase  in  the  amount  allocated  to  amor- 
tization and  a  corresponding  decrease  in 
interest.  Under  Types  III  and  IV  there 
is  a  continuous  amortization  of  2^  per 
cent,  which  will  amortize  the  loan  in 
forty  years;  interest  payments  are,  there- 
fore, steadily  decreasing. 

On  the  basis  of  the  direct  comparison 
shown  on  the  opposite  page,  it  is  obvious 
that  the  mortgage  is  adequately  secured 
under  Types  III  and  IV.  The  compari- 
son is  so  favorable  that  there  can  be  no 
doubt  whatever  that  mortgage  capital 
will  be  available  in  abundance  and  at  a 
very  low  interest  rate  under  normal  condi- 
tions. No  mortgage  insurance  will  be 
needed  to  stimulate  this  type  of  investment. 

It  is  in  the  possibility  of  decreasing 
rentals,  however,  that  we  shall  find  the 
true  measure  of  safety  which  exists  for 
both  mortgage  and  equity  capital  under 
Types  III  and  IV.  In  Chart  V,  intro- 
duced in  an  earlier  chapter,  it  was  not 
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practicable  to  indicate  the  savings  in 
rental  resulting  from  the  elimination  of 
mortgage  insurance  and  reduced  total 
capitalization.  We  see  now  that  the  rental 
can  start  at  $14.50  per  room  per  month, 
when  the  rental  of  an  equivalent  project 
financed  with  an  FHA-insured  mortgage 
is  $15  per  room  per  month.  The  financing 
under  Types  III  and  IV  is  already  based 
on  steadily  decreasing  interest  payments, 
and  if  taxes  decrease  steadily  to  zero  in 
fifty  years  the  level  of  rentals  required 
to  maintain  profits  will  be  even  less  than 
that  suggested  by  example  B  in  Chart  V. 
But  we  have  not  yet  finished  with  the 
advantages  to  be  derived  from  the  pro- 
posed method  of  financing,  for  the  com- 
parisons we  have  made  have  all  been 
based  on  the  assumption  that  the  effi- 
ciency of  the  plan  and  the  operating 
costs  are  the  same;  we  have  been  con- 
sidering alternative  methods  of  financing 
projects  which  are  physically  identical. 
It  was  necessary  to  proceed  on  this  hypo- 
thesis in  order  to  avoid  excessive  com- 
plications in  the  statements.  It  is  obvious 
to  anyone  who  is  at  all  familiar  with 
current  practice  in  so-called  "investment 
building,"  however,  that  the  buildings 
erected  under  Type  III  and  IV  methods 
would  be  superior  to  those  built  under 
Types  I  and  II  and  would  have  lower 
operating  costs.  Under  Types  I  and  II 
the  sponsor  is  trying  to  avoid  any  real 
cash  investment  and  is  under  the  con- 
stant temptation  to  make  penny-wise  and 
pound-foolish  decisions  in  order  to  reach 
this  immediate  objective.  Under  Types 
III  and  IV  the  sponsor  is  automatically 
assured  of  ample  capital  and  he  will,  as 
a  matter  of  course,  make  every  effort 
to  reduce  operating  costs,  for  it  is  obvious 
from  a  glance  at  Chart  V  that  operating 
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costs  constitute  the  most  important  single 
component  of  the  monthly  rental  charge. 
The  method  of  financing  that  I  have 
suggested  provides  a  basis  for  safeguard- 
ing the  interests  of  the  mortgage,  the 
equity  owner,  and  the  tenant.  When  its 
advantages  have  become  clearly  appar- 
ent through  actual  use,  it  should  be  possi- 
ble to  provide,  through  normal  profit 
incentives  all  the  mortgage  and  equity 
capital  that  is  required.  On  the  other 
hand,  if  government  participation  should 
be  required  to  attain  the  desired  volume 
of  construction  at  certain  times,  the  gov- 
ernment investment  is  likewise  protected. 
In  the  last  analysis,  the  most  important 
advantage  we  have  secured  is  that  we 
may  have  any  volume  of  construction  we 


desire  without  interfering  with  normal 
economic  incentives. 

The  statements  I  to  V  have  been  very 
much  simplified  in  order  to  permit  print- 
ing each  one  on  a  single  page.  In  order 
to  facilitate  direct  comparisons  they  have 
all  been  presented  in  the  same  form  al- 
though the  form  would,  in  reality,  be 
different  for  methods  I,  II,  and  III.  This 
simplification  and  unification  of  presen- 
tation has  necessitated  some  departures 
from  accepted  practices.  In  each  case, 
however,  I  have  given  methods  I  and  II 
the  benefit  of  any  variations  so  that  the 
comparisons  made  in  statement  V  con- 
stitute an  excessively  conservative  pre- 
sentation of  the  advantages  of  methods 
III  and  IV. 
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Chapter  21 

Pending  Legislation 


Two  bills  on  urban  redevelopment 
were  introduced  in  the  Senate  dur- 
ing the  78th  Congress,  one  by 
Senator  Thomas  of  Utah,  S.953,  and 
one  by  Senator  Wagner,  S.I  163.  The 
reader  may  be  interested  in  a  brief  re- 
view of  this  proposed  legislation  in  rela- 
tion to  the  program  that  I  have  described 
in  the  preceding  chapters.  One  of  the 
purposes  I  have  had  in  mind  in  writing 
this  book  is  to  furnish  a  general  picture 
of  all  the  important  phases  as  an  aid  in 
considering  suitable  legislation,  for  we 
cannot  devise  satisfactory  legislation  on 
the  subject  until  there  is  more  general 
agreement  than  now  exists  concerning 
the  aims  we  are  trying  to  achieve  and 
the  methods  that  will  be  required  to 
reach  our  objectives. 

The  Thomas  bill,  S.953,  has  a  pre- 
amble of  four  paragraphs  concerning  the 
need  for  urban  redevelopment.  I  have 
no  fault  to  find  with  the  statements  that 
are  made,  but  I  question  the  advisability 
of  placing  all  the  emphasis  on  urban  rather 
than  national  needs.  If  urban  redevelop- 
ment is  an  essential  feature  of  a  general 
over-all  program  designed  to  stimulate 
the  national  economy — and  I  believe  it 
is — then  this  is  the  feature  that  should  be 
emphasized  in  the  preamble.  This  change 
of  emphasis  is  not  suggested  as  a  means 
of  selling  Congress  on  the  idea  of  city 
planning;  it  is  merely  a  case  of  putting 
first  things  first.  If  urban  redevelopment 
is  considered  by  Congress  to  be  merely  a 
sop  to  the  city  voters  to  balance  sub- 
sidies and  other  favors  granted  to  farmers, 
it  will  be  a  pitifully  weak  and  ephemeral 
thing.  If,  on  the  other  hand,  the  legisla- 
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tion  is  adopted  as  an  integral  feature  of  a 
broad  national  program,  it  cannot  readily 
be  abandoned  without  jeopardizing  other 
essential  features  of  such  a  program.  There 
will  be  a  greater  probability  of  securing 
the  permanent,  long-range  policy  that 
is  essential  from  the  point  of  view  of  the 
nation  and  that  of  the  city. 

Title  I  provides  for  the  creation  of  an 
Urban  Redevelopment  Agency1  and  the 
appointment  of  an  administrator  who 
shall  receive  a  salary  of  $10,000  a  year. 
The  administrator  is  given  very  broad 
powers,  which  is  as  it  should  be.  It  would 
be  an  impossible  task  for  Congress  to 
legislate  in  detail  on  such  a  complicated 
subject  covering  an  entirely  new  field  of 
Federal  activity.  If  this  act  is  passed,  the 
administrator  should  be  the  best  man  we 
can  find  for  the  job.  He  should  command 
the  respect  of  business  and  profes- 
sional men  engaged  in  real  estate,  bank- 
ing, and  construction;  he  should  have  a 
record  of  accomplishment  in  at  least  one, 
and  preferably,  two  of  these  fields  of 
activity.  Such  a  man  would  undoubtedly 
be  capable  of  earning  several  times  $10,- 
000  a  year  in  private  business.  Why  should 
we  expect  him  to  accept  an  important 
position  at  an  excessive  financial  sacri- 
fice? The  cost  to  the  nation  is  entirely 
negligible.  No  doubt  we  may  expect  a 
man  who  is  perfectly  capable  of  earning 
$100,000  a  year  in  private  business  to 
accept  less  in  the  service  of  his  country, 
but  to  expect  him  to  be  satisfied  with 


1  Throughout  the  balance  of  this  chapter,  the 
Urban  Redevelopment  Agency,  whose  functions 
correspond  to  those  of  the  URC,  described  in  Chap. 
16,  will  be  designated  by  the  initials  URA. 
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$10,000  a  year  seems  unreasonable  and 
unwise.  If  we  are  to  secure  the  services 
of  ambitious  and  capable  men  who  are 
still  on  the  upgrade,  we  should  be  pre- 
pared to  offer  at  least  $20,000  to  $30,000 
for  a  position  of  this  kind.  Otherwise  we 
may  be  faced  with  the  dubious  choice  of 
accepting  men  who  are  lacking  in  the 
right  kind  of  experience  or  men  who, 
having  made  their  fortune,  can  afford 
the  luxury  and  honor  of  serving  as  gov- 
ernment officials  in  their  old  age  but  who 
are  lacking  in  energy  and  drive. 

Sections  3  and  4  of  Title  I  provide  for 
the  appointment  of  a  deputy  adminis- 
trator and  other  employees.  The  pro- 
visions of  these  two  sections  could  be 
interpreted  to  conform  with  the  sugges- 
tions that  were  set  forth  in  Chap.  15. 
In  view  of  the  importance  of  an  efficient 
and  businesslike  administration  for  this 
new  Federal  function,  however,  the  legis- 
lation should  stress  the  necessity  for  simple 
and  businesslike  procedure  and  the  ad- 
ministrator should  be  specifically  granted 
wide  discretionary  authority  to  attain 
these  results.  The  act  should  also  require 
the  URA  to  proceed  on  the  basis  of  the 
minimum  amount  of  detailed  controls 
consistent  with  the  purposes  of  the 
legislation. 

Title  II  provides  for  Federal  advances 
for  land  acquisition.  The  advances  are 
to  be  made  to  the  municipalities,  and 
the  latter  are  obligated  to  repay  the  prin- 
cipal and  interest  at  2  per  cent  per  year. 
No  time  limit  is  set  on  the  repayment  of 
principal.  The  debentures  are  secured 
not  by  the  general  credit  of  the  munici- 
pality, but  by  the  rentals  received  by  the 
municipality  from  the  land  purchased 
for  redevelopment.  It  would  be  more 
desirable  to  require  the  municipality  to 
create  a  municipal  realty  corporation  for 
the  purpose  of  administering  the  local 
functions  contemplated  by  the  act.  In 
most  cities  a  metropolitan  urban  region 
will  consist  of  several  municipalities.  The 
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MRG  can  be  so  organized  as  to  repre- 
sent properly  all  local  municipal  juris- 
dictions. Transactions  with  the  Federal 
government  can  be  simplified  and  the 
whole  procedure  handled  on  a  more  busi- 
nesslike basis  if  URA  can  deal  with  one 
central  urban  agency  instead  of  several 
cities  within  the  same  urban  area.  Fur- 
thermore, the  finances  of  the  MRC  should 
be  completely  separated  from  those  of 
the  municipalities.  It  is  true  that  the 
general  credit  of  the  city  may  not  be 
seriously  affected  under  the  Thomas  bill 
and  that  there  is  merely  a  moral  obliga- 
tion to  repay  the  loan  if  land  rentals  are 
insufficient  for  the  purpose.  But  there  is 
no  point  in  requiring  even  a  moral  ob- 
ligation to  repay  loans  that  cannot  be 
repaid.  Let  us  face  the  facts:  The  land 
cannot  be  redeveloped  without  loss;  the 
leases  will  not  provide  enough  in  rentals 
to  pay  the  interest  on  the  debentures, 
even  if  we  forget  about  amortizing  the 
principal. 

If  there  is  to  be  urban  redevelopment 
on  any  substantial  scale,  the  Federal  gov- 
ernment must  make  outright  grants  as 
well  as  low-interest  loans.  This  elemen- 
tary fact  is  ignored.  In  some  cases  the 
rental  will  be  sufficient  to  pay  the  interest 
and  amortize  the  debentures,  but  these 
will  be  exceptions — and  we  cannot  seri- 
ously undertake  the  rebuilding  of  our 
cities  on  the  basis  of  exceptions  to  the 
general  rule.  In  most  cases  a  substantial 
grant  will  be  required,  although  it  is 
impossible  to  determine  at  this  time  what 
the  average  amount  will  be.  In  order  to 
be  on  the  safe  side,  URA  should  have 
the  authority  to  make  grants  up  to  the 
face  value  of  the  debentures.  The  de- 
bentures should  be  issued  only  to  the 
amount  that  can  be  capitalized  through 
ground  rentals,  and  these  rentals  should 
not  be  established  on  the  basis  of  opti- 
mistic guesses,  but  on  the  basis  of  leases 
actually  made.  The  income  would  be 
well  secured  and  would  guarantee  the 
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interest  on  the  debentures  so  that  URA       such  a  vast  program  would  be  slow  in 


would  incur  no  loss  on  this  account. 
The  grant  is  written  off  as  a  direct  loss, 
once  and  for  all  time,  and  gives  the  cor- 
rect measure  of  the  Federal  government's 
contribution. 

Section  12  requires  the  municipality 
to  prepare  a  master  plan.  It  should  be 
definitely  stated  that  the  plan  will  not 
require  detailed  approval  by  URA.  The 
Federal  government  should  be  able  to 
assure  itself  concerning  the  general  com- 
petency of  the  planning  staff,  but  it  should 
not  subject  local  plans  to  the  kind  of 
detailed  checking  and  control  required 
as  a  condition  for  PWA  grants  and  loans 
for  municipal  public  works.  There  should 
be  the  greatest  possible  freedom  for  plan- 
ning at  the  local  level. 

Section  12,  par.  c-4,  states  that  leases 
should  be  made  without  public  bidding, 
but  after  public  hearings.  There  is  a 
great  deal  to  be  said  for  and  against  both 
methods,  and  the  MRG  should  be  en- 
couraged to  try  public  bidding  as  well 
as  negotiated  leases  without  making 
either  procedure  mandatory.  The  require- 
ment is  made  that  "the  initial  term  of 
any  such  lease  shall  not  exceed  thirty 
years;  but  the  instrument  of  lease  may 
provide  for  renewals  upon  reappraisals 
and  with  rentals  and  other  provisions 
adjusted  to  such  reappraisals."  It  would 
be  better  to  provide  for  a  straight  fifty- 
year  lease  without  renewal.  This  will 
make  possible  thirty-three-  or  forty-year 
mortgages.  To  guard  against  the  possi- 
bility of  excessive  fluctuations  in  the  pur- 
chasing value  of  the  dollar,  however,  the 
ground  rent  could  be  subjected  to  periodic 
or  automatic  revaluation  to  take  into 
account  this  factor  only. 

Section  16  provides  that  the  sum  of 
150  million  dollars  is  to  be  appropriated 
for  carrying  out  the  purposes  of  the  act, 
with  the  further  proviso  that  not  more 
than  50  million  dollars  shall  be  available 
in  any  one  year.  It  is  quite  likely  that 
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getting  started  and  that  the  amounts 
specified  in  the  bill  might  be  sufficient 
for  the  first  two  years.  If,  however,  the 
various  municipal  planning  agencies  pro- 
ceed on  the  assumption  that  this  may  be 
the  full  extent  of  the  Federal  govern- 
ment's participation,  they  are  not  likely 
to  develop  plans  that  will  be  worth  ex- 
ecuting. It  would  be  far  better  not  to 
embark  on  this  venture  at  all  until  we 
have  decided  what  we  want  to  do.  Do 
we  want  to  do  some  haphazard  slum 
elimination  according  to  a  needlessly 
complicated  formula,  or  do  we  really  want 
to  rebuild  our  cities?  In  the  former  event 
we  may  as  well  continue  to  use  our  pres- 
ent inadequate  methods,  whereas  in  the 
latter  event  we  must  devise  an  appropri- 
ate mechanism  for  doing  the  job.  In 
Chap.  7  I  have  made  a  rough  estimate 
that  will  give  at  least  some  idea  of  the 
cost.  Even  on  the  basis  of  a  fifty-year 
program — and  this  may  be  much  slower 
than  we  shall  want  to  proceed  if  we  ever 
get  started — we  may  estimate  that  the 
average  Federal  financial  commitments 
for  urban  land  acquisition  would  be  in 
the  neighborhood  of  1.2  billion  dollars  a 
year  in  loans  and  1  billion  dollars  a  year 
in  grants.  It  is  difficult  to  escape  the  con- 
clusion that  the  authors  of  the  bill  did 
not  calculate  the  amount  of  the  appro- 
priation on  the  basis  of  real  requirements 
but  on  the  basis  of  the  maximum  amount 
that  it  appeared  reasonable  to  request 
from  Congress — as  a  start.  May  we  not 
trace  this  hesitancy  to  the  very  preamble 
of  the  bill?  If  the  program  is  envisaged 
as  an  aid  to  cities,  it  is  necessary  to  be 
excessively  modest — even  to  the  point  of 
futility — in  requesting  Federal  appropria- 
tions. If,  however,  our  object  is  to  stimu- 
late the  national  economy  in  the  most 
effective  manner,  it  will  be  possible  to 
request  an  adequate  appropriation  on 
rational  grounds — it  will  be  difficult  to 
find  any  other  purpose  for  which  each 
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dollar  of  Federal  expenditure  will  stimu- 
late more  private  investment. 

The  Thomas  bill  makes  no  provision 
for  the  mortgage  or  equity  financing  of 
redevelopment  projects,  presumably  on 
the  theory  that  the  requirements  for  mort- 
gage financing  are  fully  met  by  the  FHA 
and  that  equity  financing  is  entirely  up 
to  private  enterprise.  It  is  true  that  we 
may  expect  an  abundance  of  mortgage 
money  in  prosperous  times.  But  the  ma- 
chinery that  we  devise  should  be  such 
that  it  will  function  in  bad  as  well  as  in 
good  years.  Federal  money  should  always 
be  available  for  mortgage  lending,  there- 
fore, with  the  proviso  that  it  will  only  be 
used  in  the  event  that  private  mortgage 
money  is  not  available  in  sufficient  vol- 
ume, whatever  the  reason  may  be.  One  such 
reason  might  be  the  unwillingness  of  pri- 
vate lenders  to  lend  on  the  basis  of 
fifty-year  ground  leases  until  they  have  be- 
come convinced  of  the  protection  that 
the  whole  program  provides  for  all  con- 
cerned. When  mortgages  are  based  on 
the  use  of  Federal  money,  the  interest 
rate  should  be  at  the  prevailing  rate  for 
similar  private  loans  so  that  they  can  be 
purchased  by  private  lending  institutions 
without  any  permanent  displacement  of 
private  capital.  During  the  period  when 
these  mortgages  are  owned  by  the  MRC, 
they  will  yield  a  substantial  margin  of 
profit,  which  will  serve  to  offset  any  losses 
incurred  as  a  result  of  MRG  participa- 
tion in  equity  financing.  The  legislation 
should  also  provide  for  advances  by  URA 
to  MRG  for  the  purpose  of  participating  in 
equity  financing  as  described  in  Chap.  19. 

Title  III  provides  for  advances  to 
municipalities  for  planning  purposes.  The 
amount  is  limited  to  20  cents  per  capita 
for  municipalities  of  100,000  population 
or  over,  25  cents  for  municipalities  of 
50,000  to  100,000,  30  cents  for  munici- 
palities of  25,000  to  50,000,  and  40  cents 
for  municipalities  of  less  than  25,000. 
URA  loans  and  grants  for  redevelopment 


and  advances  for  planning  purposes 
should  not  be  made  available  to  small 
communities  within  a  metropolitan  ur- 
ban region.  Such  advances  would  merely 
have  the  effect  of  encouraging  these  com- 
munities to  establish  their  own  local 
agencies  and  these  would  then  resist  the 
formation  of  a  Metropolitan  Realty 
Corporation  and  Metropolitan  Planning 
Commission,  which  are  essential  for  sat- 
isfactory redevelopment.  It  is  likely  that 
the  framers  of  the  Thomas  bill  envisaged 
these  advances  for  planning  as  one  of  the 
most  important  provisions  of  the  bill. 
If  the  planning  could  be  started  now  it 
would  hasten  the  realization  of  the  pro- 
gram when  political  considerations  justi- 
fied larger  appropriations.  This  would 
be  a  very  desirable  step  to  take  if  it  were 
possible;  unfortunately,  it  is  unrealistic 
to  believe  that  it  can  be  taken  advantage- 
ously. For  if  a  city  is  given  an  adequate 
amount  to  prepare  plans,  the  very  first 
question  that  the  planners  will  ask  is: 
On  what  basis  shall  we  proceed?  Are  we 
to  envisage  the  methodical  reconstruction 
of  the  entire  city  on  the  assumption  that 
funds  will  be  made  available  for  the  un- 
dertaking? Or  shall  we  assume  that  a 
limited  amount  is  available  and  confine 
ourselves  to  removing  one  or  two  slums 
and  relieving  one  or  two  of  the  worst 
traffic  bottlenecks?  The  amounts  made 
available  or  contemplated  in  the  Thomas 
bill  do  not  justify  the  former  assumption; 
if  the  planners,  under  these  conditions, 
undertook  to  submit  a  serious  plan  for 
reconstruction  they  would,  indeed,  and 
justifiably,  be  accused  of  being  "starry- 
eyed  dreamers."  On  the  other  hand,  if 
the  planners  act  on  the  second  assump- 
tion, the  accomplishment  is  so  meager 
that  it  does  not  justify  any  Federal  assist- 
ance. I  am  afraid  that  there  is  only  one 
escape  from  this  dilemma.  Before  we  can 
profitably  undertake  to  replan  our  cities 
on  a  worth-while  basis  we  must  be  pre- 
pared to  do  the  economic  planning  on 
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which  the  technical  planning  is  based. 
It  is  for  this  reason  that  the  first  chapters 
of  this  book  deal  entirely  with  economic 
questions.  Before  we  rebuild  our  cities  we 
must  think  the  problem  through  and  ask 
ourselves  whether  we  really  want  to  un- 
dertake it — or  perhaps  I  should  say, 
whether  we  can  afford  not  to  rebuild  our 
cities. 

Section  21  states  that  "from  and  after 
two  years  after  the  taking  effect  of  this 
act,  no  public  building,  structure,  works, 
utility,  housing,  or  other  improvement 
shall  be  located  or  constructed  ...  by 
any  department  or  agency  of  the  Federal 
government  ...  in  any  municipality 
or  urban  area  unless  a  master  plan  of 
such  municipality  or  urban  area  .  .  . 
shall  be  on  file  with  the  Agency  .  .  . 
provided  that  this  shall  not  apply  in 
time  of  war.  ..."  Sooner  or  later  we 
shall  tackle  in  earnest  the  problem  of 
rebuilding  our  cities.  When  we  do  so  we 
shall  find  that  many  recently  constructed 
buildings  constitute  some  of  the  most 
serious  stumbling  blocks  to  the  execution 
of  an  adequate  and  rational  plan.  We 
shall  then  be  faced  with  the  choice  of 
spending  considerable  amounts  to  buy 
and  demolish  new  and  expensive  struc- 
tures or  of  accepting  a  mediocre  plan. 
It  is  only  reasonable  that  the  Federal 
government  should  not  build  new  build- 
ings in  a  community  until  it  knows  that 
they  can  be  correctly  located.  No  doubt 
this  provision  will  have  the  effect  of  prod- 
ding reluctant  municipalities  within  a 
metropolitan  urban  region  into  compos- 
ing their  differences  and  establishing  a 
unified  and  competent  planning  author- 
ity. But  the  question  arises,  again,  what 
kind  of  plan  are  we  talking  about?  Is  it 
to  be  merely  a  face-lifting  operation  or 
do  we  propose  the  rejuvenation  and  re- 
creation of  the  entire  city?  A  master  plan 
is,  in  itself,  a  meaningless  term;  the  con- 
siderations on  which  the  plan  is  based 
are  what  make  it  significant. 


The  Wagner  bill,  S.I  163,  is  brief  and 
to  the  point,  eight  pages  long  as  com- 
pared with  thirty  pages  for  the  Thomas 
bill.  It  is  designed  to  get  quick  results 
without  too  much  concern  about  the 
long-range  effects  on  either  national  or 
urban  economies.  The  term  "city"  is 
defined  as  meaning  any  city,  town,  vil- 
lage, or  political  subdivision  of  a  state. 
As  if  this  were  not  sufficiently  inclusive, 
the  term  "metropolitan  district"  is  defined 
as  "the  area  including  a  central  city  and 
all  adjacent  and  contiguous  civil  divi- 
sions having  a  density  of  not  less  than 
150  inhabitants  per  square  mile,  and 
also  those  civil  divisions  of  less  density 
that  are  directly  contiguous  to  the  central 
city  or  are  entirely  or  nearly  surrounded 
by  minor  civil  divisions  that  have  the 
required  density."  One  might  well  ask 
where  such  a  "city"  would  stop.  Even 
150  inhabitants  per  square  mile  means 
more  than  4)4  acres  per  person,  or  17 
acres  for  a  family  of  four. 

The  statement,  occurring  in  both  the 
preamble  and  the  declaration  of  policy, 
that  one  of  the  purposes  is  "to  encourage 
the  widest  possible  extent  of  home  owner- 
ship" is  perhaps  an  indication  of  the 
general  point  of  view  from  which  the 
Wagner  bill  has  been  written.  Home 
ownership  should  be  encouraged  by  mak- 
ing it  more  desirable  for  the  individual, 
not  by  propaganda  or  declaration  of 
policy.  Because  of  the  uncertainty  of  em- 
ployment, the  purchase  of  a  home  may, 
under  present  conditions  of  ownership, 
be  unwise  for  many  families.  Generally 
speaking,  the  central  areas  of  our  cities 
require  rebuilding  far  more  urgently  than 
the  outer  fringes,  and  these  central  areas 
are  more  suitable  for  rental  housing  than 
for  individual  homes.  Let  us  by  all  means 
make  the  conditions  of  home  ownership 
more  attractive  by  making  it  possible  for 
the  homeowner,  when  necessity  requires 
him  to  do  so,  to  sell  his  home  with  a 
minimum  loss,  as  suggested  in  Chap.  9. 
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Having  done  this  much  for  the  home- 
owner, we  should  then  provide  an  ade- 
quate amount  of  decent  rental  housing 
and  let  each  family  be  its  own  judge 
between  the  advantages  of  renting  and 
owning. 

The  emphasis  on  home  ownership  has 
led  to  a  very  unwise  provision  in  the 
Wagner  bill  that  permits  the  indiscrimi- 
nate selling  or  leasing  of  land  assembled  by 
the  municipality.  Home  builders  are 
afraid  that  they  will  encounter  too  much 
sales  resistance  on  the  part  of  prospective 
purchasers  if  they  are  required  to  build 
on  leased  land.  The  sale  of  houses  on 
leased  land,  although  it  is  a  common 
practice  in  some  of  our  Eastern  cities, 
would,  no  doubt,  offer  some  difficulty. 
If  it  is  found  necessary  or  desirable  to 
permit  the  sale  of  municipally  assembled 
property  in  the  case  of  land  to  be  used 
for  owner-occupied  homes,  let  us  at  least 
limit  sales  to  this  one  class  of  property; 
even  with  this  limitation  the  sales  should 
be  made  with  restrictions  that  will  facili- 
tate the  future  repurchase  by  the  city 
when  this  becomes  necessary.  We  should 
never  forget  that  the  new  building  and 
the  new  neighborhood  of  today  will  some- 
day be  obsolete.  Even  the  street  pattern, 
although  it  may  be  well  designed  for 
present  needs,  will  probably  be  unsuit- 
able for  the  requirements  of  the  year 
2000.  At  the  price  of  some  inconvenience 
to  ourselves,  we  should  not  compel  our 
successors  to  be  faced,  once  again,  with 
the  painful  and  expensive  task  of  reas- 
sembling property  before  further  progress 
can  be  made. 

The  bill  provides  that  administration 
of  this  new  function  shall  be  by  the  Na- 
tional Housing  Agency.  This  avoids  set- 
ting up  a  new  bureau,  but  it  is  far  less 
satisfactory  than  the  creation  of  URA 
as  provided  in  the  Thomas  bill.  We  should 
recognize  that  housing  is  only  a  part  of 
urban  redevelopment  and  that  it  is  not 
logical  or  desirable  to  fit  the  whole  into 
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the  part.  It  would  be  almost  inevitable, 
under  such  conditions,  that  the  larger 
purposes  of  general  economic  stabiliza- 
tion and  genuine  city  planning  would  be 
subordinated  to  housing  requirements. 
If  we  establish  URA  for  the  purpose  of 
devising  and  administering  an  over-all 
program  which  is  in  the  interest  of  the 
nation  and  the  city,  we  shall  have  a 
greater  probability  of  reaching  the  broader 
objectives. 

The  bill  provides  that  the  contract 
with  the  city  shall  require  repayment 
of  the  loan  within  a  period  in  no  event 
to  exceed  ninety-nine  years,  security  for 
the  loan  to  be  in  the  form  of  a  lien  upon 
the  land  acquired  by  the  municipality 
and  not  be  based  upon  the  faith  and 
credit  of  the  city.  Like  the  Thomas  bill,  it 
fails  to  state  what  is  to  happen  when  the 
city  is  unable  to  repay  these  loans. 
Another  curious  provision  is  that  "such 
loans  shall  bear  such  rates  of  interest  as 
shall  be  prescribed  by  the  agency."  An 
interest  rate  lower  than  the  going  rate 
of  government  interest  is,  of  course,  a 
form  of  subsidy.  Like  tax  exemption,  it 
is  an  undesirable  form  because  it  con- 
ceals or  obscures  the  facts.  Since  we  know 
that  subsidies  will  be  required,  Congress 
is  entitled  to  factual  reports  that  give  a 
true  measure  of  the  financial  situation 
at  any  time. 

In  the  79th  Congress  two  bills  are 
pending  that  deal  with  urban  redevelop- 
ment at  the  local  level,  for  the  District 
of  Columbia — S.98  by  Senator  Capper, 
and  S.I 3  by  Senator  McCarran.  The 
purpose  of  the  Capper  bill  is  stated  as 
follows:  "To  provide  for  the  replanning 
of  blighted  and  other  areas  of  the  District 
of  Columbia  and  the  assembly,  by  pur- 
chase or  condemnation,  of  real  property 
in  such  areas  and  the  sale  or  lease  thereof 
for  the  redevelopment  of  such  areas  in 
accordance  with  said  plans;  and  to  pro- 
vide for  the  organization  of,  procedure 
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for,  and  the  financing  of  such  planning, 
acquisition,  and  sale  or  lease,  and  for 
other  purposes."  The  bill  is  not  limited  to 
the  consideration  of  blighted  or  slum 
areas  and  would  permit  comprehensive 
city  planning. 

Provision  is  made  for  the  creation  of  a 
"National  Capital  Land  Agency,"  a  body 
corporate  of  perpetual  duration,  the 
powers  of  which  shall  be  exercised  by  a 
board  of  directors  appointed  by  the  Presi- 
dent. This  corporation,  which  corresponds 
to  the  Municipal  Realty  Corporations 
described  in  previous  chapters,  would 
have  the  authority  to  acquire  real  prop- 
erty "by  purchase,  exchange,  gift,  dedi- 
cation, or  eminent  domain"  as  well  as 
the  authority  to  "rent,  maintain,  man- 
age, operate,  repair,  clear,  transfer,  lease, 
and  sell  such  real  property,  but  exclud- 
ing the  power  to  build  new  structures 
thereon.  .  .  .  "  The  authority  to  sell  land 
for  redevelopment,  if  granted  at  all, 
should  be  limited  by  law  as  suggested 
above  with  respect  to  the  national 
legislation. 

Section  II  provides  that  "the  net  reve- 
nues from  the  operation  of  real  properties 
by  the  Land  Agency,  the  net  rentals 
from  the  leases  made  by  the  Land  Agency, 
and  the  net  money  proceeds  of  the  trans- 
fers and  sales  by  the  Land  Agency  shall, 
when  ascertained  and  received  by  the 
Land  Agency,  be  paid  by  it  into  the 
United  States  Treasury  under  such  rules 
and  regulations  as  may  be  made  by  the 
Secretary  of  the  Treasury."  This  is  a 
most  unwise  provision,  for  it  will  tend  to 
make  the  Land  Agency  a  mere  govern- 
ment bureau  instead  of  the  efficient  busi- 
ness corporation  that  it  should  be.  The 
Land  Agency  should  conduct  its  opera- 
tions on  the  basis  of  taking  reasonable 
risks  and  realizing  profits  from  successful 
undertakings  which  will  offset  losses  in 
others.  It  should  be  allowed  to  accumu- 
late a  working  reserve  of  capital  com- 
mensurate with  the  volume  of  business 


handled.  Since  it  is  a  nonprofit  corpora- 
tion, any  surplus  over  and  above  the 
working  reserve  should  then  be  paid  to 
the  United  States  Treasury  or  to  the 
local  municipal  government. 

Section  1 5  provides  for  administration. 
The  agency  is  authorized  "to  appoint 
and  employ  such  officers  and  employees 
as  it  may  find  necessary  for  the  proper 
performance  of  its  duties  under  this  act 
and  to  prescribe  their  authorities,  duties, 
responsibilities,  and  tenures  and  fix  their 
compensations;  such  appointments  and 
employments  to  be  made  in  conformance 
with  the  civil-service  laws  and  the  Classi- 
fication Act  of  1923,  as  amended."  It  will 
be  difficult  enough  to  find  properly  quali- 
fied men  without  the  handicap  of  con- 
forming with  civil-service  regulations.  If 
the  agency  is  to  be  administered  in  a 
businesslike  manner,  a  careful  search 
should  be  made  for  the  most  competent 
and  well-qualified  executive.  The  execu- 
tive should  be  then  given  complete  re- 
sponsibility for  administration,  including 
hiring  and  firing  of  personnel,  as  he  would 
in  any  private  corporation. 

The  McCarran  bill  resembles  the  Cap- 
per bill  in  its  preamble  and  in  most  of 
the  provisions  with  respect  to  urban  re- 
development. The  principal  difference  is 
that  the  McCarran  bill  seeks  to  abolish 
the  existing  local  housing  authority  and 
to  transfer  its  functions  to  the  proposed 
"Housing  and  Redevelopment  Agency" 
and  that  it  seeks  to  interpose  additional 
obstacles  in  the  use  of  the  blighted-area 
land  for  public  housing  purposes.  It  is 
possible  to  devise  a  solution  to  our  hous- 
ing problems  without  resorting  to  public 
housing  if  we  are  prepared  to  accept 
other  forms  of  subsidy  for  families  in  the 
lower  income  brackets.  Insofar  as  any 
form  of  public  housing  is  continued,  how- 
ever, I  believe  it  best  to  administer  it 
through  the  present  agencies.  Further- 
more, it  is  time  that  we  cease  thinking 
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of  urban  redevelopment  in  terms  of  slums 
and  blighted  areas  and  think  of  it  from 
the  broader  aspect  of  city  planning.  Once 
we  accept  this  point  of  view,  we  shall 
create  the  Metropolitan  Realty  Corpo- 
ration as  a  land  and  financial  agency 
and  leave  construction  and  management 
problems  to  private  enterprise  or  to 
private  enterprise  and  public  housing 
authorities. 

It  would  be  fortunate  if  each  city  pos- 
sessed an  efficient  private  corporation, 
similar  to  the  average  public  utility 
company,  which  fulfilled  the  function  of 
assembling  land  and  leasing  it  for  rede- 
velopment in  accordance  with  a  city  plan 
prepared  by  the  planning  commission. 
Since  it  is  evident  that  this  business  can 
only  be  done  at  a  loss,  however,  we  may 
be  quite  sure  that  it  will  not  be  under- 
taken by  any  private  corporation.  Instead 
of  turning  the  job  over  to  an  alleged 
public  corporation  which  is  only  a  gov- 
ernment bureau  in  disguise,  why  should- 
n't we  consider  the  creation  of  a  genuine 
public  corporation  for  which  we  would 
seek  as  officers  and  employees  the  same 
caliber  of  men  employed  by  an  efficient 
public  utility  company,  such  as  the  aver- 
age telephone  company?  If  we  are  not 
frightened  by  the  necessity  of  paying  ade- 
quate salaries  and  giving  wide  discretion- 
ary powers  in  order  to  get  top-notch 
men,  there  is  no  reason  why  we  cannot 
create  a  public  corporation  responsible 
to  the  citizens  as  stockholders.  This  cor- 
poration would  be  given  adequate  funds 
in  the  form  of  loans  and  grants  from  an 
agency  established  by  the  Federal  gov- 
ernment; the  executive  officer  would  be 
responsible  for  purchasing  the  land  and 
leasing  it  in  the  most  advantageous  fash- 


ion. It  is  obvious  that  these  functions  call 
for  a  high  degree  of  business  ability  and 
that  we  shall  be  penny-wise  and  pound- 
foolish  if  we  are  unable  to  get  the  best 
man  for  the  job  because  of  arbitrary 
salary  limitations  or  because  of  condi- 
tions of  employment  that  prevent  effici- 
ent administration. 

It  will  be  said  that  such  a  procedure 
is  objectionable  because  it  will  create  a 
political  plum.  This  danger  must  be  run  in 
any  event,  for  it  is  inconceivable  that  the 
salary  will  be  so  low  that  it  will  not  attract 
a  great  many  office  seekers.  An  adequate 
salary  will  increase  the  job  hunger  of 
these  office  seekers,  but  it  will  not  increase 
their  ability  to  get  the  job;  we  may  be 
quite  sure  that  they  will  make  strenuous 
efforts  in  any  case.  The  protection  of  the 
public  interest  will  be  found  in  the  selec- 
tion of  the  directors  of  the  corporation. 
The  most  important  single  task  of  the 
directors  will  be  to  appoint  a  competent 
executive  officer  for  the  corporation.  If 
they  are  respected  citizens  in  the  com- 
munity, chosen  on  the  basis  of  their  in- 
tegrity and  public  spirit,  they  may  be 
relied  upon  to  resist  political  pressure. 
The  enabling  legislation  should  require 
that  the  directors  be  appointed  from  nomi- 
nations made  by  leading  civic,  profes- 
sional, business,  and  labor  organizations. 
This  procedure  will  permit  representa- 
tion on  the  board  of  several  communities 
within  the  same  metropolitan  urban  area 
and  will  restrict  appointments  to  men 
who  command  the  respect  of  the  various 
organizations.  We  shall  thus  create  a 
public  corporation  that  combines  the  un- 
doubted advantages  of  private  manage- 
ment with  the  advantages  of  service  to  the 
public  instead  of  to  private  stockholders. 


[220] 


Chapter  22 

Will  It  Work? 


IT  is  now  time  to  consider  some  of  the 
principal  questions  that  may  still  dis- 
turb the  reader  with  respect  to  the 
program  for  urban  reconstruction  that 
has  been  described  in  the  preceding  chap- 
ters. Perhaps  the  first  objection  that  will 
be  made  is  that  the  cost  to  the  Federal 
government  is  excessive.  The  Federal  debt 
is  nearing  300  billion  dollars — yet  only 
a  few  years  ago  many  of  us  were  gravely 
shaking  our  heads  because  the  debt  was 
approaching  what  was  then  the  statutory 
limit  of  50  billion  dollars.  Is  there  to  be 
no  limit? 

The  sheer  necessities  of  war  have  made 
us  accept  an  enormous  debt  load  without 
flinching.  The  interest  rate  on  govern- 
ment bonds  has  remained  stable — sur- 
prisingly so  in  view  of  our  former  fears. 
The  national  income,  even  after  payment 
of  Federal  taxes,  is  higher  than  it  ever 
has  been.  If  we  must  choose  between 
Federal  spending  and  a  lowered  national 
income  resulting  from  excessive  savings, 
we  shall  choose  the  former — regardless 
of  the  size  of  the  Federal  debt.  But  we 
should  make  every  effort  to  stimulate  a 
maximum  investment  of  private  savings 
in  proportion  to  Federal  investments  and 
expenditures.  The  loans  and  grants  made 
by  URG  will  be  one  of  the  most  economi- 
cal devices  with  which  the  Federal  gov- 
ernment can  maintain  a  balance  between 
savings  and  investments.  Once  we  reach 
this  conclusion,  we  shall  find  that  the 
total  cost  of  a  national  program  for  the 
complete  reconstruction  of  cities  will  not 
be  a  drawback;  it  will,  on  the  contrary, 
be  one  of  its  chief  merits,  for  we  shall 
find  that  the  economic  effect  of  the  hap- 
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hazard  redevelopment  of  blighted  areas 
on  the  basis  of  local  efforts  alone  will  be 
so  inadequate  as  to  be  insignificant.  Why 
should  we  excavate  with  a  spade  when 
we  could  use  a  steam  shovel? 

Money  is  a  convenient  method  of  ex- 
change; it  is  also  a  convenient  method 
for  determining  the  relative  advantages 
of  various  alternative  procedures  as  well 
as  the  value  we  place  on  the  achievement 
of  certain  objectives.  If  we  think  of  money 
in  these  terms  we  shall  find  it  a  useful 
tool  in  city  planning,  as  it  is  in  almost 
any  other  human  undertaking  in  our 
modern  civilization.  But  we  must  not 
allow  ourselves  to  be  frightened  by  the 
magnitude  of  the  figures  with  which  we 
shall,  necessarily,  be  confronted.  It  is  not 
so  much  the  absolute  size  of  either  public 
or  private  debt  that  is  important;  the 
chief  consideration  is  the  ability  of  the 
debtor,  whether  public  or  private,  to 
meet  the  interest  and  amortization 
requirements. 

In  a  previous  chapter  I  have  estimated 
that  a  program  to  rebuild  our  cities  in  a 
period  of  fifty  years  would  call  for  annual 
Federal  grants  of  approximately  1  billion 
dollars.  The  interest  payments  on  the 
loans  for  land  acquisition  would  be  met 
by  ground  rents  on  improved  property 
and  would,  therefore,  be  adequately  se- 
cured. Mortgage  and  equity  loans  will 
have  the  safety  of  a  high  differential  in 
interest  over  the  Federal  rate  of  interest 
and  should  not  result  in  any  loss  to  the 
government.  But  additional  grants  will 
probably  be  required  to  match  payments 
by  the  local  governments  to  the  de-housed 
tenants.  If  we  make  allowance  for  this 
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factor  and  for  the  possibility  of  a  much 
faster  rate  of  reconstruction  than  the 
fifty-year  period  on  which  the  calculation 
was  made,  we  reach  the  conclusion  that 
the  maximum  average  yearly  Federal 
grant  would  probably  not  exceed  2  billion 
dollars. 

Two  billion  dollars  a  year  to  be  given 
away  by  the  Federal  government  without 
any  direct  return  is  a  large  amount,  until 
we  begin  to  compare  it  with  some  other 
figures.  During  the  year  1944,  for  in- 
stance, the  cost  of  the  war  was  2  billion 
dollars  a  week.  It  is  true  that  it  was  neces- 
sary to  meet  the  cost  of  the  war,  regard- 
less of  consequences.  So  let  us  take  another 
example.  A  bill  for  the  postwar  public 
roads  program  has  just  been  passed  pro- 
viding for  a  Federal  subsidy  of  1.5  billion 
dollars  for  a  three-year  period,  or  500 
million  dollars  a  year.  I  do  not  object  to 
Federal  subsidies  for  roads,  for  I  believe 
we  can  afford  to  have  both  better  roads 
and  better  cities.  If  we  had  to  choose 
between  the  two,  however,  we  might  be- 
gin by  asking  ourselves  whether  it  is  more 
urgent  to  spend  large  amounts  for  getting 
away  from  our  cities  than  it  is  for  making 
them  more  pleasant  places  to  live  in. 
Furthermore,  every  dollar  spent  for  road 
construction  is  paid  by  taxpayers,  either 
Federal,  state,  or  local,  whereas  every 
dollar  of  Federal  expenditure  for  urban 
reconstruction  will  require  the  investment 
of  several  dollars  of  private  savings. 

Let  us  by  all  means  give  full  considera- 
tion to  the  importance  of  money,  not 
forgetting  its  function  as  a  device  for 
measuring  the  value  that  we  attach  to 
various  alternative  objectives.  If  we  do 
this  we  shall  find  that  the  cost  of  re- 
building our  cities  is  not  the  most  serious 
obstacle;  the  real  difficulty  lies  in  de- 
vising a  solution  within  the  framework  of 
normal  profit  incentives. 

The  second  objection  that  will  be  made 
is  that  the  program  involves  an  excessive 
amount  of  Federal  planning  and  that  it 
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will,  therefore,  be  successfully  opposed  by 
private  enterprise — even  at  the  risk  of 
imperiling  the  functioning  of  the  whole 
economy.  Careful  examination  will  show, 
however,  that  these  proposals  involve  a 
minimum  of  Federal  planning.  The  total 
amount  of  loans  and  grants  is  not  based 
on  elaborate  calculations  for  a  multitude 
of  individual  projects  but  on  two  basic 
factors — the  need  for  stimulating  the 
economy,  which  may  be  made  a  function 
of  the  national  unemployment  index,  and 
the  productive  capacity  of  the  building 
industry.  The  amounts  allocated  to  the 
cities  are  to  be  based  on  a  weighted  popu- 
lation ratio,  with  the  proviso  that  if  certain 
cities  are  unable  to  use  their  allocations 
in  whole  or  in  part,  the  balance  shall 
promptly  be  reallocated  in  the  same  ratio. 
The  Federal  controls  are  made  as  few 
and  as  simple  as  possible.  The  real  re- 
sponsibility for  planning  is  placed  at  the 
local  level  where  it  assumes  more  man- 
ageable proportions. 

There  will  be  many  objectors  to  the 
ultimate  ownership  of  all  urban  land  by 
the  MRC.  There  may  be  a  better  solu- 
tion, but  I  have  not  yet  seen  it  suggested. 
It  does  not  make  good  sense  for  the  MRG 
to  spend  time,  effort,  and  money  to  as- 
semble urban  property  and  then  sell  it — 
thereby  confronting  the  city  with  the 
same  problem  again  in  another  forty  or 
fifty  years.  If  the  city  is  to  develop  a  plan 
that  may  be  constantly  adapted  to  chang- 
ing conditions,  it  must  own  its  own  land. 
Actual  ownership  by  the  MRC  may  be 
greatly  deferred,  as  suggested  in  Chap.  5, 
without  confronting  us  with  the  dubious 
choice  of  rebuilding  our  cities  on  their 
present  plan  or  of  paying  windfalls  to 
some  property  owners  whose  land  is  bene- 
fited by  the  changes  while  penalizing 
others  whose  property  has  been  depreci- 
ated. But  even  this  solution  is  based  on 
the  ultimate  ownership  of  all  urban  land 
by  the  MRC.  The  private  ownership  of 
land  is  the  greatest  single  obstacle  pre- 
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venting  effective  city  planning,  and  we 
must  not  delude  ourselves  with    half 


measures. 

We  retain  a  desperate  hold  on  the 
shadow  of  private  land  ownership  while 
the  substance  of  ownership  is  threatened 
by  blight  and  by  increasing  restrictions 
concerning  use.  The  value  of  urban  land 
depends  entirely  on  the  existence  of  the 
city.  What  if  the  city  should  continue  to 
spread  and  disintegrate  while  taxes  con- 
tinue to  increase?  If  we  project  past 
trends  into  the  future,  we  shall  find  that 
in  self-defense  the  community  will  devise 
more  and  more  controls,  which  restrict 
property  rights.  If  we  face  the  issue 
squarely,  by  thinking  of  the  city  in  terms 
of  time,  we  shall  find  it  possible  to  proceed 
on  the  basis  of  forty-,  fifty-,  or  sixty-year 
leases.  A  long-term  lease  is,  to  all  real 
intents  and  purposes,  just  as  good  as  owner- 
ship with  respect  to  the  use  of  the  land 
during  the  term  of  the  lease,  provided 
that  the  lessee  is  able  to  pay  the  rent. 
Since  the  whole  program  of  urban  recon- 
struction is  based  on  maintaining  a  high 
national  income,  the  owner  of  the  build- 
ing has  every  assurance  of  being  able  to 
meet  the  ground  rent. 

The  title  to  urban  real  property  is  only 
good  as  long  as  the  owner  can  pay  the 
taxes.  Continued  ownership,  even  in  fee 
simple,  is  therefore  conditioned  by  the 
income  of  the  property  or  of  the  owner. 
Since  both  of  these  are  in  large  measure 
safeguarded,  in  the  case  of  the  average 
owner,  by  the  program  that  has  been 
outlined,  we  may  conclude  that  private 
property  rights  in  the  ground  lease  and 
the  improvements  are  protected  by  the 
plan.  But  if  we  adopt  the  suggestions 
made  in  previous  chapters  with  respect 
to  steadily  decreasing  taxes  on  the  im- 
provements, the  owner  will  find  even 
greater  benefits.  Let  us  take  a  typical 
case: 

John  Smith  owns  a  house  and  lot  hav- 
ing a  valuation  of  $5,000  and  $1,000, 
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respectively,  and  pays  taxes  of  $120  a 
year.  Let  us  now  assume  that  he  buys 
the  same  house  on  the  basis  of  a  total 
purchase  price  of  $5,000  and  a  ground 
rent  to  the  MRG  of  $40  a  year  with  taxes 
of  $120  during  the  first  year,  decreasing 
steadily  to  zero  in  the  fiftieth  year.  The 
average  combined  payment  for  ground 
rent  and  taxes  would  be  $100  a  year,  or 
less  than  the  taxes  alone  under  present 
conditions;  moreover,  he  has  only  paid 
$5,000  for  the  house  instead  of  the  $6,000 
required  in  the  first  instance.  During  the 
entire  fifty-year  period,  therefore,  John 
Smith  enjoys  every  privilege  of  ownership 
and  is  secure  in  his  ownership  at  a  lower 
average  cost  per  year  than  if  he  owned 
the  land  under  his  house.  It  is  true  that 
at  the  end  of  that  time  he  no  longer  owns 
either  house  or  lot.  But  the  loss  of  owner- 
ship at  the  end  of  the  fifty-year  period 
will  be  more  than  offset  by  the  advan- 
tages that  will  accrue  to  him  as  a  result 
of  the  constantly  decreasing  monthly  pay- 
ments illustrated  in  Chart  VII.  Further- 
more, should  he  desire  or  be  forced  to 
sell,  he  will  probably  be  able  to  sell 
without  loss — a  much  more  important 
practical  consideration  than  that  of  own- 
ership beyond  the  fifty-year  period. 

An  objective  examination  of  the  facts 
leads  to  the  conclusion  that  long-term 
ground  leases  will  satisfy  the  conflicting 
interests  of  the  city  on  the  one  hand  and 
private  owners  on  the  other.  On  the  basis 
of  a  land  tenure  that  is  limited  in  time, 
we  shall  find  it  possible  to  allow  the 
maximum  scope  for  individual  initiative 
that  is  consistent  with  the  essential  re- 
quirements of  the  city.  In  order  to  pre- 
serve this  desirable  freedom  in  the  use  of 
property  we  may  be  tolerant  of  mistakes, 
but  we  can't  allow  them  to  last  forever. 

Having  considered  some  of  the  chief 
objections  that  may  be  made  from  the 
right,  let  us  now  listen  to  objectors  from 
the  left.  Perhaps  the  first  criticism  from 
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this  point  of  view  will  be  that,  if  Federal 
loans  and  grants  are  available  for  the 
purchase  of  urban  land,  Uncle  Sam  will 
hold  the  bag  for  greedy  owners  of  blighted 
property.  There  may  be  isolated  cases 
where  the  landowners  receive  more  than 
they  should,  but  the  excess  over  a  fair 
price  will  be  insignificant  when  compared 
to  the  price  we  are  paying  as  a  result  of 
our  present  inability  to  cope  with  urban 
land  problems.  Are  we  then  to  cut  off 
our  noses  to  spite  our  faces?  Let  us  be 
realistic  and  face  the  fact  that  one  of  the 
principal  obstacles  we  must  overcome  is 
the  fear  on  the  part  of  the  present  prop- 
erty owners  that  they  will  be  made  to 
pay  for  all  our  common  sins  of  the  past 
with  respect  to  housing  and  land  use. 
We  must  acquire  the  land  on  the  basis 
of  the  rules  of  the  game  as  it  has  been 
played.  The  MRC  should  buy  property  as 
cheaply  and  as  advantageously  as  possible 
whenever  it  has  the  opportunity  to  do  so  as 
the  result  of  voluntary  negotiations  on  the 
part  of  the  owner;  wherever  condemna- 
tion is  required  we  shall  have  to  rely  on 
the  civic  conscience  of  the  jurors. 

Public  housing  enthusiasts  will  say  that 
income  payments  to  the  de-housed  will 
be  resented  as  charity;  they  will  prefer 
to  provide  for  the  shelter  needs  of  the 
low-income  groups  by  the  construction 
of  housing  projects  financed  with  some 
form  of  Federal  subsidy,  and  they  will 
object  to  providing  only  second-,  third-, 
and  fourth-hand  housing  for  the  poor. 
Even  if  we  limited  all  buildings  to  a  life 
of  fifty  years,  however,  they  would  still 
be  available  for  occupancy  at  the  end  of 
thirty  or  forty  years.  Is  is  not  logical  that 
the  occupants  of  the  older  houses  should 
be  the  families  in  the  lower  income 
groups?  Public  housing,  under  existing 
legislation,  is  financed  on  the  basis  of 
sixty-year  loans  and  must  be  occupied  at 
least  for  this  entire  period.  Is  it  any  less 
degrading  for  a  low-income  family  to 
occupy  a  sixty-year  old  apartment  in  a 


public  housing  project  than  it  is  to  occupy 
a  fifty-year  old  apartment  in  a  private 
project? 

Unless  there  is  a  constant  flow  of  ten- 
ants with  decreasing  incomes  through 
housing  of  correspondingly  increasing  ob- 
solescence, we  shall  find  that  we  have 
destroyed  the  effective  demand  for  new 
unsubsidized  construction.  It  is  a  mistake 
to  think  that  public  housing  does  not 
compete  with  private  enterprise  because 
it  supplies  a  market  that  cannot  be 
reached  by  private  enterprise;  this  theory 
is  only  true  if  we  assume  that  there  is 
no  decantation  process.  Instead  of  pre- 
venting the  flow,  we  should  encourage 
it;  instead  of  trying  to  avoid  obsolescence 
in  the  new  projects,  we  should  accept 
it  as  a  fact  and  base  our  calculations 
accordingly. 

The  problem  of  private  versus  public 
housing  admits  of  several  solutions;  it  is 
for  this  reason  that  I  have  suggested  that 
it  be  decided  at  the  local  rather  than  at 
the  Federal  level.  Under  the  program 
that  I  have  outlined  the  Federal  govern- 
ment will  provide  the  necessary  funds  for 
assembling  the  land  and  for  matching 
local  payments  to  de-housed  tenants. 
Within  this  basic  framework  it  will  be 
possible  for  each  municipality  to  make 
its  own  choice  between  the  advantages 
of  private  and  public  housing.  This  con- 
troversial issue  could  thus  be  removed 
from  the  field  of  national  politics,  where 
it  may  otherwise  seriously  interfere  with 
the  continuity  that  is  such  an  essential 
feature  of  the  reconstruction  program. 

It  will  be  said  that  local  politics  are 
frequently  corrupt  and  administration  in- 
competent and  that  I  have  begged  the 
issue  by  providing  such  a  large  measure 
of  local  autonomy.  Is  it  better  to  have 
the  administration  of  the  national  pro- 
gram bog  down  in  red  tape?  I  believe  not. 
The  URC  should  make  basic  decisions 
of  policy;  it  should  not  examine  each 
transaction  at  every  stage.  It  should  be  a 
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policeman  who  inspires  a  healthy  respect 
on  the  part  of  local  grafters  and  political 
bosses.  For  this  reason  it  must  insist  on 
the  Federal  audit  of  MRC  accounts.  The 
device  of  a  local  public  corporation  sub- 
ject to  Federal  review  will  permit  us  to 
solve  problems  involving  several  munici- 
pal jurisdictions  within  the  same  metro- 
politan area;  it  will  also  make  possible  a 
businesslike  administration  that  will  at- 
tract ambitious  and  able  officials  as  much 
as  it  will  repel  crooks  and  incompetents. 
A  local  government  would  resent  Federal 
supervision,  but  there  can  scarcely  be  any 
objection  to  Federal  audit  of  the  accounts 
of  the  MRC;  the  latter  would  be  a  public 
corporation  created  by  one  or  more  mu- 
nicipalities but  it  would  be  dependent 
for  loans  and  grants  on  the  URC. 

Critics  from  right,  left,  and  center  may 
say  that  it  will  be  impossible  to  achieve 
the  degree  of  coordination  and  collabora- 
tion that  is  required  between  private 
enterprise  and  Federal,  state,  and  local 
governments.  I  believe  that  it  will  be 
possible  to  secure  the  required  coopera- 
tion if  we  do  not  legislate  in  detail  and 
if  we  place  greater  reliance  on  the  ability 
of  competent  administrators  to  carry  out 
our  basic  decisions  of  policy.  In  the  pre- 
ceding chapters  I  have  frequently  gone 
into  considerable  detail  merely  to  indi- 
cate that  a  solution  was  possible.  Even 
when  we  are  convinced  that  a  certain 
procedure  is  satisfactory,  however,  we 
should  hesitate  to  make  it  mandatory,  for 
we  thereby  prevent  the  use  of  better 
methods.  The  essence  of  sound  planning 
does  not  consist  of  developing  all  the 
details.  On  the  contrary,  our  only  con- 
cern with  details  should  be  to  make  sure 
that  they  will  not  present  insuperable 
difficulties  after  we  have  reached  deci- 
sions on  fundamentals.  If  we  view  the 
program  in  this  light  we  shall  not  be  too 
discouraged  by  the  difficulty  of  recon- 
ciling the  sometimes  conflicting  interests 


of  Federal  and  local  governments  with 
those  of  private  enterprise. 

Let  us  assume  that  we  want  to  recon- 
struct our  cities  and  that  we  are  satisfied 
to  incur  the  necessary  Federal  expendi- 
tures; we  know  that  the  grants  will  never 
be  repaid  in  cash  but  that  they  will  pro- 
duce great  benefits  to  the  economy  and 
will,  therefore,  be  repaid  indirectly  in 
various  forms.  This  decision  will  be 
reached  by  Congress  because  it  is  to  the 
interest  of  the  nation  as  a  whole.  But 
it  is  also  to  the  interest  of  the  entire 
nation  that  the  Federal  expenditures  be 
made  in  such  fashion  that  they  will  pro- 
duce the  results  desired.  The  legislation 
should,  therefore,  emphasize  results  and 
leave  a  large  degree  of  discretion  to  the 
URC  administrator  with  respect  to  the 
methods  to  be  used.  The  URC  will  then 
be  able  to  devise  a  procedure  that  is 
sufficiently  attractive  to  a  number  of 
cities  to  secure  their  voluntary  coopera- 
tion. No  compulsion  is  involved  and  no 
great  harm  will  result  from  the  abstention 
of  a  few  communities — except  to  the  com- 
munities themselves — and  neither  Con- 
gress nor  URC  can  be  blamed  for  that. 
Each  MRC  will  then  devise  its  own  pro- 
cedure within  the  general  requirements 
of  URC.  Some  of  the  cities  will,  no  doubt, 
make  mistakes.  But  there  will  be  ample 
opportunity  to  observe  and  compare  the 
results  obtained  by  the  various  cities. 
Private  enterprise  will  be  enabled  to  func- 
tion in  accordance  with  normal  profit 
incentives  except  as  these  may  be  dis- 
turbed by  purely  local  requirements,  in 
which  event  the  aggrieved  parties  will 
seek  purely  local  remedies,  not  the  repeal 
of  the  Federal  law. 

Those  who  are  interested  in  housing 
from  a  humanitarian  rather  than  an  eco- 
nomic point  of  view  will  question  the 
advisability  of  delaying  immediate  slum 
clearance  by  either  private  or  public 
enterprise  as  a  result  of  insistence  on 
"idealistic"  standards  of  city  planning. 
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The  primary  need  of  the  low-income 
families  is  a  decent  job  with  adequate 
wages.  We  shall  not  reach  the  goal  of  full 
production  and  employment  for  all  if  we 
are  satisfied  with  minor  palliatives.  From 
the  standpoint  of  the  poor,  it  is  far  more 
important  to  develop  an  over-all  plan 
for  stimulating  the  entire  economy — and 
helping  all  the  people — than  it  is  to  pro- 
duce new  housing  for  a  selected  few  among 
the  poorest  families.  To  reach  this  objec- 
tive we  must  provide  a  far  greater  volume 
of  construction  than  we  can  possibly  de- 
vise merely  as  a  result  of  slum  clearance. 
We  must  absorb  a  vast  volume  of  private 
funds,  and  these  cannot  be  used  unless 
the  work  can  be  done  on  a  profitable 
basis. 

Perhaps  no  greater  mistake  could  be 
made  than  that  of  tackling  the  problem 
of  urban  reconstruction  gradually  in  an 
effort  to  solve  one  question  at  a  time.  If 
we  proceed  on  this  basis  we  shall  find 
that  we  have  established  a  bureau  for 
this  and  a  bureau  for  that  and  that  we 
have  created  additional  vested  interests 
in  the  form  of  jobs  that  will  be  jeopardized 
when  we  adopt  a  genuine  program.  Be- 
cause these  jobs  will  then  be  in  danger 
we  shall  be  under  pressure  to  appoint 
existing  officeholders  to  the  URC  or  the 
various  MRGs.  This  pressure  may  pre- 
vent the  selection  of  the  ablest  business- 
men— men  who  could  not  possibly  have 
been  attracted  to  the  task  of  administer- 
ing the  earlier  program  because  it  was 
doomed  to  failure.  Let  us  have  the  bold- 
ness and  the  imagination  to  develop  the 
essential  features  of  a  sound  plan  and 
then  find  the  men  with  the  vision  and  the 
ability  to  give  it  reality. 

We  have  the  men,  the  physical  re- 
sources, and  the  money  to  rebuild  our 
cities  completely.  I  have  tried  to  show 
that  the  political,  economic,  and  ad- 
ministrative problems,  although  difficult, 
are  far  from  insoluble.  If  we  don't  tackle 
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the  job,  therefore,  it  will  be  primarily 
because  we  are  not  sufficiently  interested 
in  doing  so — not  because  we  are  unable 
to  undertake  the  task.  Let  us  picture  in 
our  minds  the  physical  city  that  exists 
today,  as  the  place  in  which  we  live, 
work,  and  play.  Is  the  daily  trip  to  and 
from  office  or  factory  a  pleasure  or  a 
grind?  Do  offices,  factories,  and  shops 
provide  a  stimulating  or  a  depressing 
background  for  work?  Is  the  physical 
environment  within  and  around  our 
homes  attractive?  Are  recreational  spaces 
conveniently  placed?  Do  we  think  of  the 
city  with  pride,  or  do  we  merely  live  there, 
scarcely  wanting  to  open  our  eyes  to  the 
disorder,  squalor,  and  decay  we  have 
hardened  ourselves  not  to  see?  In  most 
of  the  current  discussions  of  urban  re- 
development, the  emphasis  is  placed  on 
removing  blighted  and  slum  areas.  Is  this 
a  sufficiently  alluring  goal  to  capture  our 
imagination  and  cause  us  to  make  the 
considerable  exertions  needed  even  to 
reach  this  limited  objective?  I  do  not 
believe  it  is. 

Why  does  a  civilization  that  is  able  to 
produce  the  beauty,  efficiency,  and  order 
that  we  find  displayed  in  a  modern  auto- 
mobile or  airplane  produce  the  ugliness, 
chaos,  and  disorder  that  we  find  in  the 
average  city?  Is  it  not  because,  in  the  first 
case,  there  is  a  conscious  effort  at  creative 
design,  whereas  in  the  latter  the  growth 
is  accidental  rather  than  purposive?  Do 
we  really  wish  to  produce  cities  that  will 
give  us  the  lift  that  conies  from  the 
appreciation  and  understanding  of  cre- 
ative achievement?  In  our  haste  we  have 
built  our  cities  thoughtlessly  and  badly. 
Let  us  destroy  them  completely — merci- 
fully and  methodically — instead  of  allow- 
ing them  to  destroy  themselves  through 
decay  and  disintegration.  And  all  the 
while  that  we  are  destroying,  let  us  simul- 
taneously rebuild  in  accordance  with  a 
well-ordered  plan  based  on  the  ambition 
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to  substitute  purposive  and  constructive 
achievement  for  the  frustration  that  we 
knew  during  the  depression.  There  will 
be  little  joy  and — ultimately — little  profit 
in  building  according  to  the  methods 
that  were  in  vogue  before  the  war.  Neither 
shall  we  find  much  satisfaction  in  mere 
slum  clearance  and  redevelopment  of 
blighted  areas  in  accordance  with  the 
present  basic  city  plan.  If  we  set  our 


sights  high  enough,  however,  we  shall 
establish  new  standards  for  civic  enter- 
prise and  create  friendly  civic  rivalry  that 
will  be  one  of  the  crowning  achievements 
of  the  coming  generation.  We  shall  then 
find  the  inspiration  that  comes  from 
undertaking  a  task  that  is  worth  doing, 
and  we  shall  find  the  patience  and  the 
perseverance  that  are  required  to  reach 
our  goal. 
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